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IAC Limited 


Incorporated under the laws of Canada 
February 7, 1925 


Head Office, 45 St. Clair Ave. W., 
Toronto, Ontario M4V 2Y2 


Si vous désirez recevoir un exemplaire en 
francais du rapport annuel de IAC, 
veuillez vous adresser au Secrétaire, 

IAC Limitée, 45 ouest, ave. St. Clair, 
Toronto, Ontario M4V 2Y2 
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IAC began its life in 1925 as the wholly- 
owned subsidiary of an American 
financial organization, operating out of a 
single office in Windsor, Ontario, under 
the name Industrial Acceptance 
Corporation of Canada Limited. Its 
business was basically confined to the 
wholesale and retail sales financing of 
Studebaker cars. 


The Company had grown to a 
modest size, operating 12 offices coast- 
to-coast by 1930, when the U.S. parent 
decided to liquidate its Canadian 
subsidiary to raise additional capital for 
domestic use. But J. P. A. Smyth, then 
General Manager in the Windsor office, 
had other ideas. Through the efforts of 
Russell Bell of Greenshields & Co., Inc. 


1925-1934 


and Mr. Smyth, Industrial Acceptance 
became an independent, Canadian- 
owned enterprise with capitalization of 
$1 million in debentures and another $1 
million in common stock. 


The soundness of this move was 
immediately challenged by the severest 
economic conditions in modern history, 
the great depression. The Company had 
already begun to diversify its portfolio 
before the change of ownership, and this 
policy was continued. In 1929, only 13% 
of receivables were in non-automobile 
goods; in 1930 this had climbed to 38%, 
the principal area of expansion being 
household durables. At the same time, 
the Company entered the industrial 
financing field which was to become an 


increasingly important area of business 
in the future. But by 1932, the depression 
was On in earnest, and there were 
declines in volume, assets and earnings. 
In 1933, the Head Office was moved to 
Montreal, providing better connections 
to branches in both the east and the west 
as well as improved access to sources of 
funds. The downward trend in business 
continued through 1933, and by 1934, 
volume had crept back only to 1932 
levels. Nevertheless, the Company never 
failed to show a profit during these 
difficult times. Aggregate losses for the 
five depression years 1929-1934 totalled 
less than 1% of volume for that period, an 
impressive tribute to the good judgement 
and tenacity of the fledgling Company’s 
management. 


} 


Hea eee cach dite bal NL oe | 
ies sree te el 
Le Saba a ee ae 
JSS Seba ea aaeees 
Perea) Shou eet Te 
ee Oe eet aii f fete ele eral harry 
merece a ete evel eT he Po ah 
J Se A ie eee ee eee 
ee eee te Te al rg 
PpRIOQ?] Fly t i | ttt ty tT | es 
menyige| pee aT LCN 
eee ee ee eee 
VL, (0 1 dB DB at ek pa a a a 
fet 


_— O00 sia} oF 


Sate aes 
tear eer 


JERR 


a e 
q 


ble 


ru io 
ta CeCe 
Repres ent = 


y 


agin |! 
P| 
ape desecan Pals 


el 
1935 7,104,000 


ae Bie 
Paes ce Ee REBER GS 
ERERHASRRE SEE Reem ae eal ee 
BERBERS ee Pee eee HH Re EH 
hae See Rea ewe He seee eae Ree ORR ESS RPRee Ek 
SRSA EES Rane eee: eee Rey eh See e eke SsReteeeee ee 
Raa aes eee Ms Be aie 
|_| Sia SUSE Reese eeesee Reba ee ERR aeE 
HH +++ Wel Ae Cores Sa ee SIS) Sa SSL is CG tes al caleet aeats aiieale VoMa | cao ea ca 
eee eee Ret eeee eee ee a Ee 
HH + ba eee BERS 
= |_| ee Aa SN A A or ae eae gl coe a tenon cle team 
if eS aan es aR ARSE Ace eee RARER Ree Seek 
eee hoe ae Po Bae sae oes e ORR Oe eee + 
Ea Peeesees pel al lea ee ho) ere ey 
Gee eee Vee eG) a hee Reece ener. a as BS ae 
BERSERS: rene BE BERS Ree eee aes erase ee ee) 
BARBRA wee TA se asain ee eres SARA Ee . 
RERREES Pasa BASES See Ree WEEE eae eee 
RAR oe ++ Zea ee ies eS eee ee ees 
py ee ee fii} e] 44 +] 4 ++ 
Ges Sea Seee eis SRRERRRV RBA eA Sees Ht HH 
SSeS ERRE ARSE RMSE Skee Beau ees |_| 
Eieis | EE HHH ZSEERASAP RSPAS SSe AeA ewe 
tH tH | - Peet) tp 
eee | |_| eee ZR EEwE Sa ewe eee 
H+ ee SES Ree eRe eee ewes! 
pala Z RES Semeenene ppp 
| | See Ghee ERA PEER ARES SMBS 
++ SRRG site DSREVRMSbEMBERER SRA GEEC eC EeebueLn 
SRROUCEEMGSLES GUAT GRecmEn DIE cy earl an LPR ee ee eam 
ie eC |_| RE BaSRe Sess | ERS ERELE 
| eae | i H alte eal aeeee LH OCGRGmReee 
Eee 1 | —--H4 ay PEEEEEEE EEE 
rae | eet | pte 
ag gi _/ ERBSEREM EEE eRe RAO R 
= 2a AE + +H 
ot EE CeEEEWPUEEEEESEEESEUECEEEEEE 
: Es Atte zee HEHEHE 
a as Shea HHH Sears 
alee Bea ff pp tt 
= eal eee 
a | 


< FC RE ie OR De Ee st 
Do Sas BE Se fe 
al SCT ERB RRR ee 


In 1935, the Company was serving 40,000 
customers, and was growing rapidly. The 
following year, the Head Office was 
changed to Toronto (though the 
Executive Office remained in Montreal) 
and 10 new branches were opened, 
bringing the total to 21. Capitalization 
was increased from $2 million to $4.8 
million through a new equity issue, and 
|.A.C. shares were listed for the first time 
on the Montreal Stock Exchange. 


The Canadian economy revived 
slowly through the late thirties, with new 
car sales in 1937, for example, reaching 
only 65% of the level achieved in 1929, 
but the Company’s volume continued to 
climb from year to year. In 1940, 
Campbell Auto Finance Company 
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1935-1944 


Limited was purchased, adding personal 
loans to the range of financial services 
offered to customers. 


The outbreak of the war presented 
an entirely new challenge to the 
organization that had so recently put the 
struggles of the depression behind it. 
Escalating taxes cut into profits and the 
shift to war production caused the 
automobile market to virtually disappear. 


The results of Campbell Finance 
operations were consolidated into 
|.A.C.’s statements as of 1941, but total 
earnings still declined as the war 
continued. Several portfolios of other 
companies even harder hit by the war 
economy were purchased, and an 


increasing amount of business financing 
was done, some of it with sub- 
contractors doing armaments production 
work. Significantly, while competitors 
curtailed operations, reduced staff and 
closed branches, |.A.C. maintained its 
branch network despite the problems 
involved. By 1942, over 50% of the 
Company’s male staff was on active 
service. The same year, notwithstanding 
the profit squeeze, a staff pension plan 
was inaugurated. 


The year 1944 saw the Company 
hanging on grimly, but looking forward 
with confidence to final victory and the 
resumption of consumer durables 
production at home. 
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The post-war decade provided I.A.C. with 
the first prolonged period of favorable 
economic conditions in its history. The 
fact that the Company survived at all 
through the depression and the war 
years proved that its services were viable, 
but its position at war’s end was still 
relatively tenuous. In the next ten years, 
as Canada’s consumer economy hit full 
stride, |.A.C. came into its own, not 
merely as a provider of peripheral 
financial services, but as a financial 
institution occupying an important place 
in the mainstream of business. 


The principal problem facing the 
Company—and it was an agreeable sort 
of problem—was that of raising sufficient 
capital to finance expansion. As a first 
move, two subsidiaries were sold, and 
the resulting funds were diverted into the 
resurgent sales finance business. In 1947 
and ’48, further capital was raised 
through new equity and debenture issues 


1945-1954 


as the Company put its millionth 
customer on the books. The same year, 
the common stock was split two-for-one, 
and a 92% interest in a general insurance 
company, Progressive Insurance, was 
purchased, enabling |.A.C. to offer its 
retail auto finance customers a secure 
source of insurance for their cars. A year 
later, the Company moved to re-enter the 
consumer loan field through a new 
subsidiary, Niagara Finance Company 
Limited. 


The boom years of the early 50’s put 
a steadily increasing strain on the 
Company’s ability to raise funds, 
particularly when the government moved 
to dampen burgeoning consumer 
demand by restricting bank loans. This 
situation prompted I|.A.C. to take steps to 
set up the framework for what is now the 
well-established short-term money 
market in Canada. Previously, no short- 
term instrument other than government 


treasury bills existed for the investment 
of capital over terms of less than one 
year. The short-term market 
supplemented the more traditional debt 
and equity issues in fuelling the 
Company’s continuing expansion 
through the 50’s. 


By 1954 another two-for-one 
common stock split had occurred, and 
there were 81 branch offices coast-to- 
coast with over 1,500 employees 
administering assets of over a quarter of 
a billion dollars. One of these assets was 
anew executive office building, erected 
in Montreal’s suburban Town of Mount 
Royal by anew 1.A.C. subsidiary, Premier 
Property Limited. It housed the 
administrative headquarters of |.A.C. and 
most of its subsidiaries, including newly- 
founded Merit Insurance, which had 
absorbed the 1.A.C.-related auto 
insurance business previously handled 
by Progressive Insurance. 
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The late fifties and early sixties were 
years of solid progress for |.A.C., though 
the road was not without its rough spots. 


During this period, the Company 
continued to streamline its capital 
structure and broaden its business base. 
The relative importance of industrial 
financing was recognized by the opening 
of achain of specialized offices with 
separate supervision and administration 
to develop this area of business. At the 
same time, all general insurance services 
were consolidated into Merit Insurance, 
and Progressive Insurance was sold. 
Niagara Finance entered a period of 
strong expansion, registering growth in 
receivables of 28%, 22% and 20% in the 
years 1958, 59 and ’60. 


1955-1964 


The early sixties saw a host of other 
innovations designed to cope with the 
increasing size and complexity of the 
organization and assure its future 
growth. Among these were the 
introduction of a new level of supervisory 
management, acentralized accounting 
service, the Company’s first electronic 
data processing system, formalized staff 
training programs, and a pioneering 
move into business loans and leasing 
through a newly-formed Capital Funds 
Division. Several new subsidiaries and 
investments were added in 1962, notably 
the purchase of The Sovereign Life 
Assurance Company of Canada. |.A.C. 
also became a shareholder in 
Canborough Corporation, a company 
created to provide a secondary market 
for NHA mortgages. In 1963, two new 
subsidiaries were formed to enter the 
residential mortgage field. 


Throughout this period, I.A.C. 
refined the personnel policies that have 
played an important role in the 
Company’s development ever since. In 
the financial field, there is little to 
differentiate the products of competing 
companies; the only substantial variable 
is the people involved and the service 
they provide. As the 1.A.C. organization 
evolved, intensive efforts were made to 
ensure that all offices were staffed with 
the best-trained people available, anda 
strong orientation towards customer 
service was given the highest priority. 


In 1964, with nearly 3,000 employees 
at work in 190 branches, the I.A.C. 
organization passed a major milestone: 
$1 billion of business volume. The ‘‘dirty 
thirties’’ seemed a long way off. 
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Disruptions in the money market in 1965 
had little effect on the Company. Prudent 
policies, mistaken by some people as 
excessive conservatism, were vindicated. 
|.A.C.’s unbroken record of profitability 
over 40 years, combined with 29 
successive years of dividends to 
shareholders, stood it in good stead with 
investors. 


In 1966, growth was deliberately 
curtailed in the face of tight money 
conditions, and steps were taken to 
improve the proportion of various types 
of receivables in the overall mix. These 
moves proved themselves two years 
later, when the Company rebounded to 
achieve record volume and earnings—as 
well as push its assets beyond the $1 
billion mark. Both the Niagara mortgage 
business and 1.A.C.’s Capital Funds 
operations were beginning to make their 
presence felt, and steps were taken to 
begin the integration of Merit and 
Sovereign insurance operations 
wherever possible to improve overall 
economies. 


1965-1974 


In 1969, a process of 
decentralization of management was 
launched, to move day-to-day decision- 
making power closer to the scene of 
action in four divisional headquarters 
cities. Part of this process involved 
moving more senior personnel to 
Toronto, now established as the key 
financial center in the country. The value 
of diversification showed itself again in 
1970, when the strength of the leasing 
and mortgage operations offset a 
slackening of consumer spending anda 
slump in auto sales. In the same year, 
Niagara Realty came of age, and 
successfully carried out its first public 
borrowing in its own right. 


In 1970, the name Industrial 
Acceptance Corporation was officially 
changed to today’s name, IAC Limited. 
With money costs easing, profits rose 
16.3% to $18.4 million. This was the 
beginning of an unprecedented surge of 
growth. The following year saw 
receivables jump a record 19.9%, only to 
be exceeded by 1973’s new record of 
20.9%. In three years, receivables grew 
by a remarkable 52.2%, pushing total 
assets close to $2 billion a scant five 
years after they reached the $1 billion 
mark. 


During this period, the integration of 
Merit and Sovereign at the marketing 
level was completed, following which 
Merit’s name was changed to The 
Sovereign General Insurance Company. 
IAC also became the major partner with 
three other financial institutions in the 
formation of The Sovereign Mortgage 
Insurance Company in 1972. 


The years 1973 and 1974 were 
marked by exceptionally volatile money 
and capital market conditions which at 
one point produced a virtual doubling of 
short-term rates in less than 12 months. 
Nevertheless, IAC’s size and diversity 
enabled it to maintain steady growth in 
overall volume, and modest growth in 
earnings. By year-end ’74, an easing of 
money costs had begun, and the 
prospects for’75 looked brighter than 
ever. 


Highlights for the Year 
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At the Year End 
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$ 221,750,000 
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23.1% 


$ 22,340,000 
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Report of the Directors to the Shareholders 


Your Company’s results in 1974 were 
strongly affected by buoyant demand for 
its services on the one hand and 
historically high money costs on the 
other. 


Consolidated assets increased by $287 
million, a growth of 15.4%. Another 
milestone in the Company’s history was 
established when consolidated assets 
passed the $2 billion mark. 


Gross income increased by $50.2 million, 
a gain of 29.3% over the previous year. 
However, the average cost of borrowed 
funds was 9.0% as compared to 7.2% in 
1973. As the result of this and increased 
usage to support the growth in assets, 
borrowed money costs were up $42.6 
million or 58.0%. General and 
administrative expenses increased by 
$5.3 million but declined as a percentage 
of gross income to 23.1% as compared to 
26.9% in the previous year. 


Earnings applicable to common shares 
reached anew high at $22.3 million, an 
increase of 4.0% over the previous year. 
The dividend paid per common share was 
$0.98 as against $0.96 in 1973. There was 
an average of 209,000 more shares 
outstanding than in the previous year. 
This marked the 38th consecutive year in 
which dividends were earned and paid 
and the 19th consecutive year in which 
the payout exceeded that of the previous 
year. 


Your Company’s receivables are in sound 
condition with delinquency and losses at 
historically low levels. 


During the year the parent company 
placed Secured Notes Series 40 in the 
amount of $43 million in U.S. funds with 
institutional investors in the United 
States. In Canada, Convertible 
Subordinated Debentures Series 1974 in 
the amount of $24 million were issued. 


Niagara Finance Company Limited raised 
$15 million through an issue of 
Debentures Series C. 


Niagara Realty of Canada Limited 
marketed two Series of Secured Notes, E 
and F, each in the amount of $25 million. 


Thus, despite an uncertain bond market, 
your Company and its subsidiaries 
successfully raised $132 million in long 
term funds during the year. 


Your Directors wish to record the 
following changes through elections and 
appointments by the Board during 1974: 


On April 24, 1974, subsequent to the 
Annual General Meeting of Shareholders: 


K.H. MacDonald was elected 
Vice-Chairman of the Board 

J.S. Land was elected President 
D.W. Maloney was elected Executive 
Vice-President 

A.P. Bolin was appointed Senior 
Vice-President 


During the year: 


David Kinnear was elected to the 
Executive Committee of the Board 

S.F. Melloy was appointed Executive 
Vice-President—Finance 

L.G. Gravel, R. Hemond and N.V. Keyes 
were appointed Vice-Presidents 

P.A. Dick, D.H. Lyons and V. Mousseau 
were appointed Assistant Vice-Presidents 


In December, K.H. MacDonald was 
elected Chairman of the Board and 
Chairman of the Executive Committee 
upon the retirement of L.E.. Nichol after 
37 years of outstanding service with your 
Company. Mr. Nichol continues to serve 
as a Director. 


The continued progress of your 
Company was made possible by the 
loyalty, enthusiasm and diligence of the 
people throughout the IAC organization. 
Your Directors wish to record their 
appreciation and warm thanks for their 
efforts. 


With the Canadian economy evidencing 
weakening trends in some areas, asset 
growth in 1975 may not match that of the 
past three years. However, the recent 
decline in the cost of short term 
borrowings, if it persists, will be very 
constructive from an earnings point of 
view. Your Directors are confident that 
results for the year will be satisfactory. 


On behalf of the Board 


Sa +e: = 


Chairman 


President 


General Commentary 


: These comments and charts are 
Sources of Gross Income @ Earnings per Share $ 


“tsi intended to provide supplemental 
(Before Provision for Doubtful Receivables) © Dividend per Share $ information TAH to tke results of your 
Company’s operations presented 
Chart 1 Chart3 — gisewhere in this report, and indicate 
Marketable investments 1% some trends in the Company’s activities. 


Gross Income 


Interim reports to the shareholders 
during the year drew attention to 
_ continuing large increases in money 
costs and to the fact that the Company’s 
prices for its services were being 
appropriately adjusted. Further, it was 
pointed out that by the nature of the 
business, there is an inevitable time lag 
between the introduction of such 
adjustments and their reflection in 
income. However, their effect in 1974 is 
1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 evidenced by the fact that the average 
gross return on net investments in 
income producing receivables and 
marketable securities was 8.2% above 


Composition of Gross @ Shareholders’ Equity $000’s that of the previous year. — 
Income Distribution & Book Value per Common Share $ 


Chart 1—Sources 

NEI Gad This chart illustrates certain shifts in the 
mix of gross income as compared to 
1973, with residential mortgages, 
commercial loans and leasing and sales 
financing (consumer and business) 
showing increases, while the proportion 
derived from consumer loans declined. 


Chart 2—Distribution 


This chart dramatically demonstrates the 

. effect of historically high money cost 
during 1974. Out of every $100 of 
income, $51 was paid for borrowed 
money. This expenditure has never 
before absorbed more than half of gross 
income and in fact during the Company’s 
50-year history has only exceeded 40% in 
five of those years. As a consequence, 
the proportion of all other items of 
income distribution with the sole 
exception of provision for doubtful 
receivables declined in comparison to 
the previous year. 


1965 1966 1967 1968 1969 1970 1971 1972 1973. 1974 


Receivables and their Composition 


1972 Total $1,451 ,213,000 (100%) 


1973 Total $1,775,134 ,000 (122%) 


1974 Total $2,061 ,035,000 (142%) Chart 5 


Chart 3—Earnings per share/Dividend 
per share 


After showing no increase in 1973, when 
earnings per share remained flat at $1.65, 
’ an increase of 4¢ per share to $1.69 was 
achieved in 1974. This improvement was 
made despite the pressure of sharply 
higher costs and an increase of over 
200,000 in the total number of shares 
outstanding. 


The dividend payout ratio was virtually 
unchanged and approximated its level for 
the last decade on an annual percentage 
basis. 


Chart 4—Shareholders’ Equity / Book 
Value 


Shareholders’ equity increased 8% in 
1974, mainly due to the issuance of 
common shares as the result of the 
exercise of purchase warrants attached 
to subordinated debentures as well as a 
7.5% increase in retained earnings. 
Meanwhile, earnings applicable to 
common shares increased 4%. This 
combination produced a slight decline in 
return on common equity (see highlight 
page), though it remains higher at 
12.63% than the average for the past 10 
years. 


Chart 5—Receivables and their 
Composition 


The largest single category of 
receivables is business financing, which 
includes investment in commercial 
revenue-producing assets of all classes 
and kinds. Specifically, this category 
includes wholesale sales financing for 
motor vehicle and equipment dealers, 
dealer loans, inventory financing for 
durable goods manufacturers, 
commercial loans and mortgages, 
leasing, and retail sales financing of 
commercial vehicles, industrial 
equipment such as construction 
equipment and machinery, materials 


handling equipment, lumber and sawmill 


equipment, etc. The strong growth 
pattern of this category as indicated in 
the chart, reflects the Company’s policy 


of continuing to broaden and diversify its 


portfolio in order to reduce its 
vulnerability to cyclical trends or sales 


declines in any one business or industry. 


At year end, exclusive of wholesale and 
dealer loan financing, receivables in the 


category of business credit amounted to 


$1,034 million and in consumer credit, 
$719 million. 


Consumer purchase credit includes 
passenger cars, mobile homes and 
recreational equipment. There was 
continuing growth in this category, as 
well as in consumer loans, yet they 
represent a lesser proportion of total 
receivables. 


Residential mortgages have grown 87% 
over the past two years, a performance 
which accounts for their increased 
proportion of the total at 9% in 1974 
(1973: 7%). 


Summary 


The position of your Company is strong 
by any measurement. Performance 
statistics on its portfolio of receivables, 
as a result of careful selection of 
business, compared favourably to any 
previously recorded. 


In business investment, markets for the 
financing and leasing services of your 
Company are being broadened 
continuously. The Company’s growing 
resources of capital and experienced, 
capable personnel ensure the progress 
of its contribution to the Canadian 
economy. 


IAC Limited and Subsidiaries 


Consolidated Statement of 
For the year ended December 31, 1974 


Gross Income (note2)............. 
Expenditure (note 3) 
Cost of borrowed money— 
Securednotes ............ 
Debentures . acer aca. ene: 


Casualty insurance claims incurred 
General and administrative ...... 


Provision for Income Taxes 
Current 
Deferred 


Parent company’s portion of increase 
in unassigned surplus of life 
assurance subsidiary (note 1) .... 
Share of earnings of mortgage insurance 
company (note 1) 


Earnings 


Earnings 


1974 
$000’s 
221,750 
107,329 
8,518 
115,847 
9,016 


51,359 176,222 


45,528 


2,396 
20,848 23,244 
22,284 
771 
281 
23,336 


1973 
$000’s 
171,547 
65,704 
7,976 
73,280 
8,278 
46,083 127,641 
43,906 
2,312 
19,806 22,118 
21,788 
641 
65 
22,494 


IAC Limited and Subsidiaries 


Consolidated Statement of Retained Earnings 
For the year ended December 31, 1974 


Earningsfortheyear ......... 
Dividends on preferred shares 


Earnings Applicable to Common Shares................................. 
Dividends on common shares at $0.98 per share (1973—$0.96)................. 


Earnings retained in the business 


Gain on preferred shares purchased for cancellation ........................ 


Increase in retained earnings for the year 


Peaimecealnings.al DEGINNING Of yeat . wae eh ee eee bw ee 


Retained earnings at end of year (note 6) 


Common Stock Earnings per Share— 
Calculated on daily average of common shares outstanding—13,204,861; 


1973—12,995,747 (note 7) 


1.69 


1974 1973 
$000’s $000’s 
23,336 22,494 

996 1,019 
22,340 PX ATES 
12,999 12,478 

9,341 8,997 

78 129 
9,419 9,126 
125,649 116,523 
135,068 125,649 
1974 1973 
($) ($) 
1.65 


IAC Limited and Subsidiaries 


Consolidated Balance Sheet 
as at December 31, 1974 


Assets 


Receivables 

sales financing—wholesale2. . cd... As. wn eae ee Ss ee eee 

Fetal, s-coy hem d seco) Soh Oe ik ke te ee 
Dealer.loans: soo. 3c ie oh Ro Aer ee 
INVENTORY AINAMCIIG: x ene e ce cs coe Base Be cae ot et 
Consumer loans csc) 68 ee Se ee 5 nn ee 
Residential.:mortgages: 2.2) on bane See ae ee ee 
Commerciatloans and: momgages << 2k...) 6 ae ee ee 


Marketable Securities—at cost or amortized 
values plus accrued interest (quoted value 1974— 
$16,520,000? '1973—S$1 7,005;000) (notei10) 2. 4 eee ee 


Commercial Paper Receivable 


Investments in Non-Consolidated Subsidiary 
and other Companies 
Lifeassurance.subsidiary (mote 1); sie ee eee 
Morigage.insurance company (note 1) 292 28 9) 45. ee 
Other companies=at Cost: acc. 5k sh a cee ce eta 


Other Assets and Deferred Charges 
Cash committed for debenture and preferred stock retirement.............. 
Income taxes recoverable... 2)... G22 Ca oe eer 
Leasehold improvements and prepaid expenses ........................ 
Unamortized debt discount and €xpenSG. 5 ee 
Premises and equipment—at cost, less accumulated 

depreciation of $5,346,000 (1973—$4,966,000) 


Signed on behalf of the Board D.W. Maloney, Director J.S. Land, Director 


1974 
$000’s 


46,416 


287,228 
798,840 
20,762 
8,936 
216,617 
175,619 
50,479 
1 


2,342 


1,511 


2,061,035 


20,656 


2,040,379 


18,769 


1,027 


6,966 
3,946 
1,675 


12,587 


399 
1,105 
2,904 

11,565 


4,306 
20,279 
2,139,457 


1973 
$000’s 


35,376 


235,392 
725,232 
20,616 
4,176 
197,479 
127,589 
33,669 
421,499 
1,730 
1,752 


1,775,134 
18,310 


1,756,824 


18,405 
7065 


6,195 
~ 2,465 
1,675 


10,335 


395 
8,535 
2,095 
8,678 


3,977 


24,180 


1,852,885 


IAC Limited and Subsidiaries 


Consolidated Balance Sheet 
as at December 31, 1974 


Liabilities 


Secured Demand Bank Loans......... 22... eee oi ee ee ee 
CULE CTOMOM-NeTiNINOLGS 9 ee Sw oe eee en 
Secured Term Notes (Schedule Aand notes 11 and12)..................0... 
pepemures (ochedule Band note 12) 2... 2. oe ea a ee es 
Subordinated Debentures (Schedule C and notes 12 and16).................. 


Payables 


Accounts payable and accrued liabilities (note 13)..........5..000 00.2... 


Income taxes 


Baeameaimcome (notes 9 and 14) 0... ee be ee eb ew eee een ees 


Unrealized Foreign Exchange Gain(note11)..........00.00000 000000000002. 


Deferred Income Taxes (note 15) ..........0..0.2200.00 0000000000 eee 


Shareholders’ Equity 


Capital Stock (Schedule D) 
PROTEC CCS ALCS ick ote, maton hi mS Se Sete ate Oh ee he Ss ein Tia ON ea 


1974 1973 
$000’s $000’s 
24,225 27,460 

606,321 SVT BAN, 
637,880 539,659 
103,415 97,110 
35,731 OS 
1,407,572 1 AOS Ors 
86,862 82,846 
391 614 
17,564 16,936 
104,817 100,396 
314,767 271,759 
6,664 7,658 
101,992 80,962 
1,935,812 1,664,448 
18,395 18,674 
50,182 44,114 
68,577 62,788 
135,068 125,649 
203,645 188 437 
2,139,457 1,852,885 


IAC Limited and Subsidiaries 


Consolidated Statement of Changes in Financial Position 


For the year ended December 31, 1974 


Sources of Funds 
Operations— 
PalninQsmen nas: 


Amortization of debtidiscount andiexPeEnSemy arse eae ren 
Amortization and depreciation of fixed assets........................ 
Provision: for deferredtincometaxeS yo. sag ns eo ere ee 


Contribution to earnings of unconsolidated 


SubSidiakyand MOKnGage:InSUrAaNnCe’COMP aMy see iea ee eee ae 


Borrowings— 


Secuiredidemand bankilOanSieusr crue ere en 
SeCured SHOrt=tehMminOUSS see eee ear emcee 


Securedtermnotes ...... 


Debentures and subordinated debentures .................... 


Capital stock— 


Common:shares—proceeds Of: iSSUCS 4525 ca ek ee te 
Preferned’shareS—Cost/of rede mPtlOmS omy ae gece ays oer wee errr ae urn ge te oo 


Other— 


Net incréase in- payables 9... 06a hk Seg ee, cee ee 


Net (increase) in other 
assets including other receivables 


and. property heldiforsale: 2. set oe ee eee ae ie er 


Uses of Funds 
Increase in operating assets 
Receivables— 


Sales financing, dealer loans and inventory financing 
Gonsumer loans io )s.0 vs ob Boyes eye eae nee rege ee 
Residentialimonqagesseuc. 01) resent eee 
COommencialibOanS seas ican ecm tne are aa ae ee 
CASING! occ oeR, core a ae ee 


Less: Increase in allowance for doubtful receivables.................. 
Increase in unearnedincome ............. 


Investment in marketable securities and commercial paper ..................... 


Investment in mortgage insurance and other companies .......................... 
Dividends paid on preferred and common shares............. 


INGrEASE INCAS ee ea ek ace Cos Pee ee re 
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1974 
$000’s 


23,336 
36,457 

1,587 
20,848 


(1,052) 
81,176 


Proceeds 
from new 
borrowings Redemptions 

$000’s $000’s 
911,465 914,700 (3,235) 

3,437,430 3,395,033 42,397 
169,506 73,916 95,590 

38,077 9,087 28,990 


163,742 


6,068 
(201) 


5,867 
4,421 
4,831 


9,252 
260,037 


SLR ie oad a 130,350 


19,138 


ROME eee Le hr Re 48,030 
Perey st Say nt 16,810 


71,202 


285,530 
2,346 


Sie SR Nec beat week ree 43,008 


240,176 
(6,374) 


233,802 
1,200 


eee 2 ge 13,995 


248,997 


ESNet Pe Pit. SNC) ee BOT 11,040 


260,037 


1973 
$000’s 


22,494 
18,428 
1,446 
19,806 


(706) 
61,468 


933 

195,120 
18,110 
(3,919) 


210,244 


262 
(342) 


(80) 
5,871 
(6,459) 


(588) 
271,044 


143,768 
23,992 
33,441 

2,323 

119,686 


323,210 
1,677 
65,602 


255,931 

(7,439) 
248,492 
1,881 
13,497 
263,870 
7,174 


271,044 


IAC Limited and Subsidiaries 


Notes to Consolidated Financial Statements 


For the year ended December 31, 1974 


1. Significant Accounting Policies 
(a) Principles of Consolidation 


The statements consolidate the accounts of 
the company and its subsidiaries with the 
exception of those of The Sovereign Life 
Assurance Company of Canada. The 
accounting practices of this subsidiary are in 
accordance with the requirements of the 
insurance laws of Canada and therefore 
consolidation of its accounts is considered to 
be inappropriate. The investment in its shares 
is stated at cost plus the parent company’s 
portion of increase in unassigned surplus of 
the subsidiary since acquisition. 


The company’s 40% investment in shares of 
The Sovereign Mortgage Insurance Company 
has been accounted for on the equity method. 


(b) Recognition of Revenue 


Precomputed charges on sales finance retail 
receivables for terms for less than forty-eight 
months and on consumer loan receivables are 
taken into income using the sum-of-the-digits 
method on an account-by-account basis. 
Because this method does not maintain the 
original yield over longer terms, on sales 
finance retail contracts written for terms in 
excess of forty-eight months, unearned income 
is taken into earnings on the actuarial yield 
basis. 


Discount on residential mortgages purchased 
is brought into income over the remaining term 
of the mortgage using the actuarial yield 
method. 


2. Gross Income 


Leasing transactions are reported in 
accordance with the financing method of 
accounting. The excess of aggregate rentals 
over the cost of the leased asset is recorded as 
unearned income at the time of the 
transaction. Income is taken up over the term 
of the lease in decreasing amounts pro-rata to 
the declining balance of the investment not yet 
recovered. Gains arising from residual values 
of leased assets are reflected in earnings only 
when realized. Contractual disposal proceeds 
negotiated at the inception of the lease are 
included in unearned income and taken up as 
described above. 


Unearned casualty insurance premiums are 
taken into income on a straight-line basis. On 
policies sold directly to the public, 20% of the 
premium is recorded as income in the first 
month, to offset acquisition expenses. The 
remaining 80% and the total unearned 
insurance premium on policies sold to 
customers using the parent company’s 
financing facilities is taken into income over 
the life of the policy. 


(c) Allowance for doubtful receivables 


For IAC sales financing, dealer loans, 
commercial loans and mortgages, such 
allowance is established on an individual 
account basis. For consumer loans, sales 
financing by Niagara Finance Company 
Limited and residential mortgage receivables 
the allowance is set up as a percentage of total 
receivables. After collection possibilities have 
been exhausted, any balance remaining on an 
account is written off. 


(d) Translation of foreign currencies 


Unhedged assets or liabilities are translated to 
Canadian funds at current exchange rates. 
Fully hedged borrowings are recorded at 
exchange rates established under forward 
exchange contracts. 


(e) Amortization of debt discount and expenses 


Debt discount and expenses are amortized 
over the term of the related debt instrument. In 
case of exchange or prepayment at the 
holder’s option the amortization is calculated 
to the date of the first option. When a debt 
obligation is redeemed prior to maturity, the 
related unamortized charges are written off in 
the month of redemption. 


(f) Methods of depreciation 


Buildings are depreciated on a straight-line 
basis at the rate of 2.5% per annum. All other 
physical assets are depreciated at the 
maximum rates allowed by the regulations of 
the Canadian Income Tax Act for claiming 
capital cost allowance. 


Leasehold improvements are amortized in 
accordance with the regulations of the 
Canadian Income Tax Act. 


SalestlnancinGranc cealendlOaiS: pean ewan tes serge a ceca en ee eS OR ee 
CONSUMEMIOANS Pn err see ea OU ke SON Oe PEK eu Tete ne Se com mente lb E A? 
RCSIGEMtA MON AGCS seer de we orbs ee rind So NTS gs ar coeee AEN Sere pera Oy 2 ps Be 
CommencialtllOansramd:|CaSinGm ewer ts teenie ces 5 cheeky clea. Se eerie: My ce RW cers Sie ree 


REOVISION Oma OUbtTUIReCeIVableSv tears eect th oo See ee eee es, cera or ene oh et oe 


Casualty insurance premiums ....... 


Marketable securities andicommerncial Ppaperies =.) ean ee ee eee ne ee 


3. Expenditure 
Expenditure includes the following: 


Cost of borrowed money on indebtedness 


initially incurred for a period of more than one year................. 0.0.00 00005. 


Depreciation of premises and equipment 


Increase 
1974 1973 (decrease) 
$000’s $000’s $000’s % 
121,523 92,561 28,962 Silks 
38,952 34,321 4,631 ces: 
20,977 14,650 6,327 43.2 
33,692 23,387 10,305 44.1 
215,144 164,919 50,225 SOLS 
7,011 5,898 atta S 18.9 
208,133 159,021 49,112 30.9 
12,050 10,949 On 10.1 
1,567 Te Oe (10) (0.6) 
221,750 UN 4% 50,203 29.3 
1974 1973 
$000’s $000’s 
51,880 47,682 
1,146 1,063 
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|AC Limited and Subsidiaries 


4. Remuneration of Directors and Officers 


Aggregate remuneration of the IAC Limited directors as directors of: 


IAC Limited Noe: 
Niagara Finance Company Limited 


The Sovereign General Insurance Company . 
The Sovereign Life Assurance Company of Canada _ . 


Number of directors of IAC Limited 


Aggregate remuneration of the IAC Limited officers as officers of [AC Limited ........... 


Aggregate remuneration of the IAC Limited officers as directors of: 


Niagara Finance Company Limited 


The Sovereign General Insurance Company 


The Sovereign Life Assurance Company of Canada __. . 


Number of IAC Limited officers 


Number of IAC Limited officers who were also directors __. 


5. Tax Relief Available for Future Years 

A subsidiary has an excess of undepreciated 
capital cost for tax purposes over the net book 
value of fixed assets of $330,000. This amount 
may be applied to reduce taxable income in 
future years. 


6. Retained Earnings—Statutory Appropriation 
As at December 31, 1974 an amount of 
$6,605,000, equal to the par value of preferred 
shares purchased for cancellation, had been 
set aside in the accounts out of retained 
earnings (1973—$6,326,000). 


7. Fully Diluted Common Stock Earnings 

per Share 

Assuming that all options and conversion 
rights outstanding at December 31, 1974 had 
actually been exercised at the beginning of the 
year or at the dates these potential dilutive 
factors were created, net fully diluted earnings 
for the year ended December 31, 1974 would 
have been $1.65 (1973—$1.60) per share. The 
calculation assumes that earnings applicable 
to common shares were increased: 


8. Maturities of Gross Receivables and Payables 


Receivables 
Sales financing— 
Wholesale . 
Retail _ . 
Dealer loans 
Inventory financing 
Consumer loans 
Residential mortgages 
Commercial loans _.. 
Leasing ee 
Other receivables 
and property, vehicles 
and equipment held for sale 


Payables 
Debt* . . 
Other (note 13) 


Excess of Receivables 
(Payables) 


1974 1973 
71,704 73,800 
16,036 8,900 

8,550 9,500 
10,650 6,900 

$ 106,940 $ 99,100 
16 16 


$1,264,004 $1,067,810 


7,748 1,500 
3,725 1,300 
4,800 1,400 

$ 16,273 $ 4,200 
22 20 

4 3 


(a) by $27,000 representing the elimination of 
interest, net of income taxes, attributable to 
the 7% convertible subordinated debentures, 

(b) by $499,000 representing the elimination of 
interest, net of income taxes, attributable to 


the 92% convertible subordinated debentures, 


and 

(c) by $76,000 representing interest at 10.7% per 
annum, net of income taxes, imputed toa 
notional reduction of borrowings by 
application of the funds which would have 
arisen had all options and purchase warrants 
been exercised. 


(in millions of dollars) 


1 2 3 = 5 6-10 Over 10 
year years years years years years years Total 
287.2 — _ _ _ _ — 287.2 
387.0 244.4 103.0 26.6 225 25.0 0.3 798.8 
4.0 3.5 4.4 4.5 2.6 1.8 — 20.8 
8.9 — _ _ — _ — 8.9 
88.1 74.1 39.6 12.3 25 _— _ 216.6 
hel 7.1 8.0 US 0.8 44.9 89.8 175.6 
TAS) aD) 12.0 10.3 0.0 2.8 2.0 50.5 
75.6 70.8 62.1 93.2 43.4 128.2 65.4 498.7 
3.9 — _ _— _ — _ 39 
869.7 405.4 2290" 114.8 81.8 202.7 LOWES 2,061.0 
682.2 10525 50.4 16.1 19.0 180.7 353.7 1,407.6 
90.8 7.8 3.3 isl 0.6 eZ _- 104.8 
773.0 113.3 53.7 iW 19.6 181.9 393.7 1,512.4 
96.7 292A 175.4 97.6 62.2 20.8 (196.2) 548.6 


*Allocation not adjusted for sinking fund and purchase fund requirements. 
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IAC Limited and Subsidiaries 


9. Leasing Receivables 

| The balance sheet presentation has bee 

| changed to reflect the total rentals receivable 

under lease contracts as leasing receivables 
and to include the excess of total rentals over 
the cost of the leased assets as unearned 
income. The 1973 comparative figures have 


14. Unearned Income 
Unearned income comprises: 


1974 1973 
$000’s $000’s 

Unearned service charges relating to sales 
financing retail receivables ..._... os erie ete 122,639 106,739 
Unearned service charges relating to consumer loans aS Se ee ee 37,134 31,307 


been restated accordingly. Deferred income relating to residential mortgages .............. 3,407 2,387 
: Unearned income relating to leasing receivables ............... 146,077 126,470 
10. Marketable Securities Unearned casualty insurance premiums ..................... 5,510 4,856 


Marketable securities include those heid by the 

casualty insurance subsidiary, at cost plus 

accrued income, amounting to $14,736,000 

@ 973—$13,983,000) (quoted value 1974— 15. Deferred Income Taxes 
$12,487,000; 1973—$12,748,000). Deferred income taxes arise from timing 


: differences relating to the treatment for 
11. Secured Term Notes Payable in U.S. Funds income tax purposes of income and expenses 


314,767 271,759 


Unhedged secured term notes payable in U.S. associated with the following balance sheet 

funds have been converted to Canadian funds items: 

at current exchange rates. The gain or loss 1974 1973 

resulting from the difference between the $000’s $000’s 
exchange rate at the date the proceeds were Residential mortgages ss ae fer ree St A Oe eg 667 487 
received and the current exchange rate is Unamortized debt discount andexpense............... 2,714 1,868 
recorded in ““UNREALIZED FOREIGN Premises andequipment ....... ee Ran SEN ee et 206 200 
EXCHANGE GAIN" on the balance sheet. As at Unearned casualty insurance premiums Be OMB So ad 7 Bea 654 570 
December 31, 1974 the amount of $6,664,000 VeaSINGMECEWADICSHE. aoe eee ee ee, Wd ie ober Je de ees 97,751 80,191 

comprises unrealized gains totalling Loss for income tax purposes* oF eae ie eee ee es = (2,354) 


$8,870,000 and unrealized losses of $2,206,000 
in respect of term notes issued individually for 101,992 80,962 
the U.S. $25,000,000 notes maturing in 1976 ost SS Se 
and the U.S. $20,000,000 notes maturing in 
1982 and the Series “‘S” and Series ‘'40” term 
notes not covered by forward exchange 
contracts. 

Future fluctuations in the exchange rate as 
they affect outstanding secured term notes 
payable in U.S. funds will be recorded in this 
account so long as accumulated unrealized 
gains exceed unrealized losses. 


*Loss for income tax purposes in 1973 arose 
from the treatment for income tax purposes 
of leasing receivables. 


12. Sinking Fund and Purchase 

Fund Requirements 

Maximum annual sinking fund and purchase 
fund requirements for each of the five years 
1975 to 1979 are as follows: 


$000’s 
TON Ei end 1050 
NOPE etre eh oud Pa ce AOL, 
LOM Cet een et es PIAA OZ 
COM tert ee ee NS TOS 
SINS WAS. Se Se ieee en coe on ee g (SS pear (es 


13. Accounts Payable and Accrued Liabilities 
A 6% unsecured term note of U.S. $2,241,000 
of a subsidiary repayable in equal semi-annual 
instalments until 1981 is included in accounts 
payable at the Canadian equivalent of 
$2,222,000. 
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IAC Limited and Subsidiaries 


16. 


Common Shares 


Common shares are reserved for issue as 
follows: 


(a) 


(b) 


(Cc) 


(d) 


(e) 
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Shares reserved 


1974 
Personnel stock purchase plan— 
This is a continuing plan available after 
three years of service to all employees, 
certain of whom are directors, at $15.30 per 
share during 1975 (1974—$15.98) allocated 
on a formula based on annual 
remuneration. At December 31, 1974 no 


shares were allocated under this plan. 130,554 


Stock option plan, expiring November 30, 
1976— 

Available to officers and certain senior 
personnel as determined by the Board of 
Directors at a price not less than 90% of the 
last board lot sale on The Toronto Stock 
Exchange on the business day next 
preceding the date upon which the option 
is granted. There were outstanding options 
at December 31, 1974, for 96,941 shares 
held as follows: 


Held by 
officers 
certain Held 
of whom by 
are others 
Exercisable at— directors eligible 
$12.7125 per share — 2,200 
$13.3875 per share = 2,750 2,750 
$15.525 per share 34,916 56,400 91,316 
$15.30 per share — 675 675 


34,916 62,025 96,941 


Total 
2,200 


117,150 


Purchase warrants exercisable to August 
14, 1974 at $12.50 per share attached to 
the 1966 6%% subordinated sinking fund 
debentures = 


Conversion right exercisable until October 
31, 1977 at 70 shares (equivalent to 
$14.285 per share) for each $1,000 of 
principal of the 1967 7% convertible 
subordinated debentures 57,890 
Conversion right exercisable until July 14, 

1979 at 50 shares (equivalent to $20 per 

share) and thereafter, until July 14, 1984 at 

46 shares (equivalent to $21.74 per share) 

for each $1,000 of principal of the 1974 


9%% convertible subordinated debentures 1,195,000 


1973 


136,519 


124,700 


503,630 


63,420 


1,500,594 


828,269 


17. Commitments under Leases 
The companies have leases on office premises 
used for their business, requiring rental 
payments as follows: 

Approximate 


Years annual rental 
$ 
V978ie we ee ew OCR EO OU 
1976)... ee on ba ts ee OS COG 
VOTT cw a fe Ce dn LESBO OG 
V978 2 key a ea ee ee os re 
1979 ». oe 3896-000 


The aggregate rentals for 1980 and thereafter 
amount to $2,107,000. 

18. Contingent Liabilities 

The company is defendant in legal actions 
amounting to approximately $4,000,000. 
Counsel for the company are of the opinion 


that none of the actions will result in a material 
liability. 


IAC Limited and Subsidiaries 


Details of Secured Term Notes 


Schedule A 
as at December 31, 1974 
Issued Individually (at rates of interest varying from 5.5% to 11.5%) 1974 1973 
Year of maturity $000’s $000’s 
Payable in Canadian funds— 
Parent company TO ee y's also: Rete BED Eee 2 Se Ai, Piety tere Re ae ee = 34,533 
Aa TS 8 Oot xa OMe en i Getcha eae cs en eta 27,501 23,391 
UW AC 2 a ia elle oe ORR: <p DN doce Fe aa aL a A 62,654 19,354 
TICE os A alo CNS oe ere aR Ne ny 8 Os: ON as Fe CR i a 22,473 22,673 
TAS) «as eile etre Se Se Re, oe os COR. © ea a Ze St 12,505 12,605 
1 OLS Sane Seth earns 2 nna rre aan teimaL HS NM. in i Ay Bg ee es 290 285 
ISIENO 2 Gi ie ce eal enter Nc To et 10 10 
125,433 112,851 
Niagara Finance Company Limited OAR Perera lps. Wen ae, eR ee NAb re et. kts ky Cure ant = 3,196 
WAS on 1 CP as Aenea 0 ie ee ee ee ee 6,090 6,090 
O16 RM ORPPRA RIC << PEEL lp eRtw ten dg ie wen aR sedis other ees, eee cp a Als 11,269 69 
UWE Ray ho 2 oars ee Beene Roe cette Ce et Io, es a 880 880 
NOMS. . Sar vase, Aezeees iste Rare) Aiea: SA MING 22 ane ae Oe eae 172 WZ 
OO eee ee te CE eg, 1 Cn. sc ew aOR CMEMMS otc ear x Se Aen cyte, on ae bs 15 15 
VOC O ments Ae cet nD oe. WR Ren ao Bn 20 20 
18,446 10,442 
Par value 
U.S. $000’s 
Payable in U.S. funds (note 11)— 
Parent company ees ee svat Ride Spree tots vie er GEN GM belie ae a eee ne — —~ 1,989 
RSW Asya e RO clay On Sark eee ret Seen re Ee ee ae 12,000 11,881 11,969 
OO k Pana ee Anite ai ry es are et ate Ae. Pa ieliw ah 4 32,000 31,599 2,000 
A OE are eS eh An Mite ba Mick Ua Part No Sek Aint is. 5 2,000 2,005 2,005 
UC Ee a eet tate ah oltre ncrle es erat ope eh lao ck a a 20,000 19,808 19,928 
LOS Serre te eee ea afore en I a A NR sha te dg 10,000 9,904 9,964 
76,000 75,197 47,855 
219,076 171,148 
Issued in Series Year of Rate 
issue Series % Maturity date 
Payable in Canadian funds— 
Parent company 1959 nea 5% Novi Uf NAS ates estat eee eee eer 6,000 6,000 
1959 lie 6% December 974A eee a eS — 12,500 
1959 Vic 6% DecemberaleliO7-O eewesr a 2 cee 5,000 5,000 
1960 SNE 6 AUCUSE IS, IO... sss eb oben ne 7,500 7,500 
1961 Oe 5% November 15, 1981 8,500 8,500 
1962 ae 5.40 VUlVe2 SOS 22 eens wie 10,000 10,000 
1964 20m 5% September 15,1984... i 15,000 15,000 
1965 sa 5% Manchin O85 awed ieee ela. 12,500 12,500 
1965 OOM 6 Decembelmlpal Souter were, 5,000 5,000 
1966 oe Ae 6% Feb iUanvelan oC Cn aw ar aranaras 6,000 6,000 
1969 Oia 8% Mavi OKA ee Ae ON ek ener coe oat = 15,350 
1969 “Sih 8% Mayall 97: Suet yp tienen ee 200 — 
1969 “Ol 8% MaVcle! 989 penny art Moura tes tee 1,200 = 
1972 OO ue 8% September ealO Silene nee, 32,118 33,865 
109,018 US AUS 
Niagara Finance Company Limited 1964 ae 5% Anil Stal 9S Aten. aca hee elt, 10,000 10,000 
1964 oe 5% May BOSS eat. is Vee We eee 10,000 10,000 
1965 Om 5% Ma Valea OS Sia es eter Moree te, nie eres 10,000 10,000 
1966 “ay ae December lj 986! ns ee 5,000 5,000 
1968 On 8% MaValtel OSS entre i Mee 2 ae ew 7,500 7,500 
42,500 42,500 
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IAC Limited and Subsidiaries 


Details of Secured Term Notes 


as at December 31, 1974 


Schedule A 
(Continued) 


Issued in Series 


Year of 

issue Series 

Niagara Realty of Canada Limited 1970 ape Nek 
1971 nosy 
1972 Cites 
1973 aye 
1974 See 
1974 He eS 
1974 el ete 

Payable in U.S. funds (note 11)— 

Parent company 1957 Om 
1962 eZee 
1963 oT 
1964 oO 
1965 OOM 
1965 Ola 
1966 Sole 
1968 mOOe 
1969 OOnn 
1969 nOOm 
1974 “40” 


The Series “37” 8%% 1979 notes may be 
exchanged at maturity for either 842% 1984 
notes or 8%% 1989 notes. 


Holders of Series ‘38’ notes have the right to 
prepayment on June 1, 1975, 1980 or 1985. 
The first option expired December 1, 1974 and 
holders of U.S. $4,000,000 par value elected to 
exercise their right. 


The U.S. $4,000,000 issued in Series “38” 
notes subject to prepayment on June 1, 1975 
and the notes issued individually and payable 
in U.S. funds, except for U.S. $25,000,000 par 
value of these notes maturing in 1976 and all 
these notes maturing in 1982 and 1983 have 
been converted to Canadian funds at 
exchange rates established under foreign 
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exchange contracts. All other notes have been 
converted at current exchange rates (note 11). 


The interest rate on Series ‘‘A”’ notes 
increases to 9%4% on December 15, 1975. 
Holders have the right to prepayment on 
December 15, 1975, 1980 or 1985. 


Rate 
% 


1974 1973 
Maturity date $000’s _ $000’s 
December lo S900.) sn ee 10,000 10,000 
December's, 1SS6m. ae) oe ee 19,522 19,650 
AUQUSTGIS 5s 9 S25 ue eee 13,807 14,728 
Mayall Sl SSies re eee eee 19,803 19,898 
MarGhrtitt994: enn ee ee 24,673 Oo 
June 18, 1981 eee oe rare 10,000 — 
December 18,1984 ............ 15,000 = 
112,805 64,276 
Par value 
U.S. $000’s 
February 15,1977 . 15,870 15,718 16,012 
October 1, 1982... 10,000 9,904 9,964 
PNovall i, WRISES 4 yan 10,000 9,904 9,964 
October 1, 1984... 10,000 9,904 9,964 
February 15, 1985 . 15,000 14,856 14,946 
October 1, 1987... 20,000 19,808 19,928 
February 1, 1986 .. 12,825 12,702 12,779 
October 15, 1986 _. 12,800 12,677 13,526 
ourner als WA os aos 4,000 3,945 = 
AKU, WOO! es as 13,500 13,370 VWeAST 
May 15,1994..... 32,000 31,693 _- 
155,995 154,481 124,520 
418,804 368,511 
539,659 


637,880 


*These notes have purchase fund provisions 
(note 12). 


**These notes have a sinking fund provision 


Holders of Series “B’’ notes have the right to 
prepayment on December 15, 1978. 
Holders of Series “‘D’’ notes have the right to 


prepayment on May 15, 1980. 


Holders of Series “E’’ notes have the right to 


prepayment on March 1, 1980. 


The parent company has guaranteed Series 


NS Bie Gree oe 


D’’, “E” and ‘“‘F’’ notes as to 


principal, interest and redemption premiums, if 


any. 


(note 12). 
# The remaining U.S. $11,000,000 of this 
series were issued on January 15, 1975. 


IAC Limited and Subsidiaries 


Details of Debentures Schedule B 
as at December 31, 1974 
Amount 
authorized Outstanding Outstanding 
Year of Rate and issued 1974 1973 
issue % Maturity date $000’s $000’s $000’s 
Payable in Canadian funds— 
Parent company 1954 Sy February 1,1974 ....... 7,500 = 3,040 
1954 4* Octobemli (4. 7 ne 5,000 — 2S 5il 
1956 5s WINCH ENO: Smre eee al 5,000 2,213 2,308 
1957 Siete Janlanyalio wl O(a e 12,000 5,918 6,067 
1957 Guees September Tet ATE Sse ee 5,000 3,440 3,529 
1958 ype” Eeb quate OiGr ieee 6,000 3,383 3,411 
1959 Orga UIE? ES IASI, oy, fa teat 10,000 7,484 oss) 
1960 644 Feb raha OOR= ee 10,000 7,486 al Me} 
1961 py SIU 22 USES. 3 2 econ ee 10,000 8,050 8,281 
1962 She February 15,1982 ...... 10,000 7,576 7,786 
1965 6%* December 15,1983 ..... 10,000 7,248 7,371 
1966 Tp December 15,1986 ..... 10,000 7,462 7,860 
1970 SMA Ges October to al9925 en. a. 15,000 13,903 14,750 
74,163 82,205 
Niagara Finance Company Limited 1972 8 #+# INO, WELZ. os a ns we 15,000 14,252 14,905 
1974 1l2### October15,1994....... 15,000 15,000 _ 
29,252 14,905 
103,415 97,110 
*Sinking fund debentures (note 12). Holders have the right to prepayment + + # These debentures have purchase fund 
**“These debentures have purchase fund on October 15, 1982 (note 12). provisions and the holders have the 
provisions (note 12). + + These debentures have purchase fund right to prepayment on October 15, 
+ These debentures have purchase fund provisions and the holders have the 1979, 1984 and 1989 (note 12). 
provisions until October 15, 1982 and right to prepayment on April 17, 1977 
sinking fund provisions thereafter. (note 12). 
Details of Subordinated Debentures Schedule C 
as at December 31, 1974 
Amount 
authorized Outstanding Outstanding 
Year of Rate and issued 1974 1973 
issue % Maturity date $000’s $000’s $000’s 
Payable in Canadian funds— 
Parent company 1966 6%* AUGUSTO 1084 reer 15,000 11,004 WileZa7s 
1967 (meteotNOVEMDehnn oOo sae meee 10,000 827 906 
1974 QYye** # JU al Onn OSA wee 24,000 23,900 
35,731 Aes) 
*Sinking fund debentures with common # These debentures have purchase fund +t + These debentures have purchase fund 
share purchase warrants attached (notes provisions (note 12). provisions until October 31, 1977 and 
12 and 16). sinking fund provisions thereafter (note 12). 


**Convertible debentures (note 16). 


IAC Limited and Subsidiaries 


Details of Capital Stock | Schedule D 
as at December 31, 1974 : 
1974 1973 
Amount Amount 
Shares $000’s Shares $000’s 
Preferred Shares 
Authorized and issued— 
4%% cumulative shares of $100 
each redeemableateSil Oise are eee 100,000 10,000 100,000 10,000 
UNAGIMESEYo ORCZINGSIENION 52205 cn0 acu sae ee ence dsb abeeu eben 49,468 4,947 48,576 4,857 
5%4% cumulative shares of $25 90,532 5,053 91,424 9,143 
each redeemable at $26.50 to 
May 15, 1977; $26.25 to May 15, 
198 trang! S25:25) there atten mesa eee entre ge ae 600,000 15,000 600,000 15,000 
RUuRnChaSecHOmCANCEellati Oli anon eta nearness 66,311 1,658 58,746 1,469 
533,689 13,342 541,254 13.50 
18,395 18,674 
Common Shares 
Authorized without nominal or par value(note 16)................... 20,000,000 20,000,000 
Issued and fully paid 
Beginning Of Veal... 2s ses ie ce ee a ee eee ee 13,006,293 44,114 12,988,399 43,852 
Issued during the year— 
On conversion of 7% 
convertible subordinated debentures ..................... 5,530 79 6,580 94 


For cash— 
Exercise of options granted 
under the personnel stock 
purchase plan and the stock option plan) |” 399. ae ee 13,515 210 4,164 79 
Exercise of purchase warrants 
attached to the 6%% 


SUbOKdInated GebenitUineSay seaman ener meena a ane 462,360 5,779 Teal5O 89 
481,405 6,068 17,894 262 
ENG. Of Yeah a0 is a2 Pe SS 5 oc. ee ee 13,487,698 50,182 13,006,293 44,114 


Auditors’ Report to the Shareholders 
COOPERS & LYBRAND 


CHARTERED ACCOUNTANTS 


OFFICES THROUGHOUT CANADA TELEPHONE (416) 869-1130 
AND IN PRINCIPAL AREAS 145 KING STREET WEST 
OF THE WORLD TORONTO, ONTARIO, CANADA 
We have examined the consolidated general review of the accounting December 31, 1974 and the results of 
balance sheet of IAC Limited and procedures and such tests of accounting _ their operations and the changes in their 
subsidiaries as at December 31,1974 and __ records and other supporting evidence financial position for the year then 
the consolidated statements of earnings, as we considered necessary in the ended, in accordance with generally 
retained earnings and changes in circumstances. accepted accounting principles applied 
financial position for the year then In our opinion these consolidated on a basis consistent with that of the 
ended. Our examination included a financial statements present fairly the preceding year. 


financial position of the companies as at 
he To 


February 18, 1975 Chartered Accountants 
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Policies and Other Data 


Accounting Policies 

Accounting policies regarding principles of 
consolidation, recognition of revenue, 
allowance for doubtful receivables, 
translation of foreign currencies, 
amortization of debt discount and expenses 
and methods of depreciation are presented 
in note 1 of the notes to the consolidated 
financial statements, page 11. 


Branch Start-Up Expenses 

Start-up expenses of new branches are 
charged to current earnings as and when 
incurred. 


Delinquencies 

Delinquent accounts are those on which 
the lesser of $25 or half of an instalment is 
past due one month or more. Renewed 
accounts are analysed on the basis of the 
current payment schedule and extended 
accounts on the basis of the extended 
schedule. ‘‘Renewal’’ is a new contract 
entered into before the expiry of the old for 
the purpose of reducing the amount of the 
instalments originally agreed to by the 
customer. An ‘extension’ means the 
postponement of all or a part of a current 
instalment. The prerequisites for granting 
renewals or extensions are strictly 
determined and renewed or extended 
accounts are carefully controlled. Partial 
payments, no matter how recent, will not 
remove an account from delinquent status. 
The Supplement to this Annual Report 
contains detailed information. 


Intercompany Borrowing 

IAC, the parent company, does not borrow 
from subsidiaries. Subsidiaries are not 
permitted to invest in IAC securities either 
by way of debt instruments or of preferred 
or common stock. 


Offices 

The total number of offices at year-end was 
754 (1973: 751). These numbers reflect the 
total of offices where the services of the 
various companies were available. In 
several instances, more than one office of 
the IAC Companies is located in the same 
premises. In such situations the service of 
certain employees may be shared and other 
operational benefits are also derived. The 
branch network is spread in Canada from 
coast-to-coast and there are 18 (1973: 14) 
branches of Niagara Finance Company 
Limited in the United Kingdom. 


Pension Funds 

IAC has a contributory pension plan (based 
on retirement at age 62) covering all 
permanent employees with over one year of 
service, except those of the life assurance 
company. The pension plan is based on the 
highest average remuneration received 
over a period of five consecutive years prior 
to retirement to equal a ‘final earnings’ 
plan. This is the result of a change in the 
pension plan, effective December 31, 1971 
which eliminates the need for any updating. 
The company’s contribution for 1974 
amounted to $907,000 (1973: $806,000). 

In addition the company contributed 
$282,000 (1973: $245,000) to various 
government pension plans. 


The Sovereign Life Assurance Company of 
Canada has its own pension plan based on 
retirement at age 65 for employees in 
service at December 31, 1970 and at age 
62 for staff engaged thereafter. 


Personnel 


The total staff employed at year-end was 
2,890 (1973: 2,874). 
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IAC Limited and Subsidiaries 


Ten Year Operating and Statistical Summary* 


1974 1973 1972 1971 
Volume of Business 
($000’s) 
Sales financing—wholesale ................ 1,460,542 1,347,917 A TZ ote 955,291 
=—eldil 4. ski, eae ee 644,485 629,425 547,076 431,658 

GONSHMEenIOaNns=... 5 sue ee eee ee 214,156 216,769 192,739 175,419. 
Residentialimortgages..... 0... ..256.5¢.5-5 88,666 66,559 41,508 30,084 
Commercialloansandleasing .............. 120,882 124,103 99,127 46,909 
Net casualty insurance premiums written ...... 13,075 11,619 106250 9,598 
New ordinary tife assurance—business written ... 83,400 67,200 60,200 51,500 
Assets and Liabilities 
($000’s) 
Otaltassets'? =. cn Ae iste eke lea hon eee 2,139,457 1,852,885 1,5233553 1,298,134 
ROCEIVADIES 2 7G 05 © aoe oe 3 eta i on eee 2,061,035 1,775,134 1:4545213 1,202,435 
Rotal debts): 2 5 Oe ee ae eee 1,407,572 1,203,673 974,080 850,844 
TOVALOGUILY ios oc eB hae Ai nee eee eee 203,645 188,437 179,520 160,882 
Debt-to equity ratio, times 1 2... a. eee 6.91 6.39 5.43 5.29 
Operating Highlights 
($000’s) (per cent of gross income) 
FOSS. COTMC wicwacs | a Re ace ane ieee ees 221,750 171,547 147,635 138,502 
Costot bonrowed money a. eee ee 115,847 52.2 73,280 AQ DD OS 37.9 52,838 38.1 
General’ OXPenSeS cp towties ce Ck, eeeeek ee 51,359 23.1 46,083 26.9 438,214 29.3. 40,740 29.4 
EAH G'S 5's: nae Ee ae eee, 23,336 10.5 22,494 Toots 20,994 14.9  19)415 14.0 
Preferred dividends-2. 2),..6.) Noes ee eee 996 4 VO019 6 1,034 uf 1,064 8 
Earnings applicableto commonshares ....... 22,340 10:4 221.475 12.5 20,960 14.2 18°35] To 
Average cost of borrowedmoney% .......... 9.0 Woe 6.6 6.7 
Common Stock Facts 
Earnings per share outstanding 

eC allyCAVCKAGC spat scsei tek etoe Dae ed ote ee $1.69 $1.65 $1.65 $1.50 
Per cent return on average equity ........... 12.6 13.0 1328 13% 
Dividends paid pershare .................. $ .98 $ .96 $ .84 $ .80 
Income and othertaxespershare............. $1.86 $1.82 $1.69 $1.66 
Number ofshareholders ...........,.-555.. 11,853 12510 12,672 12,802 
Number of shares outstanding 

VSAM CMC Ns, cuten:, col pee attest) tae) ae Le 13,487,698 13,006,293 12,988,399 12,306,118 

=<aily average. <n eee. J ee 13,204,861 12,995,747 12,694,400 2 2O Marne 

—owned in Canada—yearend% ........... 96.3 95.7 96.2 95:2 
Book value per Shares Juss. eek. ere le nee $13.73 $13.05 $42.35 $11.50 


“The above summary excludes data for The Sovereign Life Assurance Company of Canada, except for volume. 


*“ Total assets and Receivables reflect the change in balance sheet presentation relating to leasing 


receivables referred to in note 9 to the consolidated financial statements. 


Figures prior to 1969 reflect the two-for-one subdivision of common shares in May 1969. 


1970 1969 1968 1967 1966 1965 
738,933 764,918 768,619 626,863 602,313 701,635 
428,543 505,063 478,533 380,321 397,036 422,541 
168,422 174,752 178,473 164,450 157,019 166,745 
20,181 18,113 12,335 3,157 Gla 14,264 
47,776 42,986 25,376 18,405 14,443 41,208 
10,149 10,882 10,303 10,186 Soge 8,968 
47,400 46,900 44,000 36,900 34,500 39,800 
1,232,688 1,188,228 1,090,326 972,744 943,536 983,198 
1,138,981 1,111,494 1,014,893 893,876 887,427 931,533 
841,506 843,284 795,448 120;252 697,472 751,948 
150,628 143,431 138,305 132,650 126,941 106,728 
5.09 5.88 9.79 5.43 5.49 7.05 
143,244 136,327 1225510 109,131 107,409 100,713 
60,693 42.4 56,030 41.1 48,958 40.0 41,577 38.1 43,386 40.4 37,431 37.2 
40,938 28.6 40,161 29.0 36,761 30.0 34,715 31.8 32,628 30.4 32,214 32.0 
16,862 11.8 15,484 11.4 14,936 Ved 14,205 13.0 13,509 12:6 de 207, iene 
1,079 8 1,118 RS, 1,146 <2) 167 at 856 8 327 3 
15,783 1320 14,366 10.5 13,790 tis 13,038 1129 12,653 11.8 SHAS. 19 
7.4 yg 6.7 6.2 6.0 5.4 
$1.30 $1.19 $1.15 $1.09 $1.06 % $1.01 
2rs Lieu gaa teed 12.4 12.4 
$ .72% $ .70 $ .65 $ .61% $ .60 $ .56% 
$1.53 $1.45 $1.33 $1.11% $1.09 $1.10% 
13,502 13,904 14,081 13,675 13,776 13,220 
12,131,720 12,060,587 11,977,828 11,948,622 11,868,096 11,859,934 
12,085,813 1092 218 11,954,178 ATO S2 11,861,052 11,838,938 
94.7 94.1 94.1 93.1 92.4 O11 
$10.78 $10.17 $9.78 $9.30 $8.84 $8.40 


an 


Niagara Finance Company Limited 


Your company’s largest subsidiary, 
Niagara Finance Company Limited, is 
also the largest all-Canadian-owned 
consumer loan company. It provides 
personal cash loans and finances the 
purchase and leasing of household 
durables. Through 260 offices in Canada 
and 18 in the United Kingdom, it serves 
over 230,000 customers. 


An increase of $18.6 million, or 8.25%, 
was recorded in all categories of 
consumer receivables during 1974, 
resulting in outstandings of $244.6 
million at year end, arecord high for the 
Company. 


Selected Niagara Finance Statistics: 


Earnings ($ thousands) 
Receivables ($ millions) 


The Company is also engaged in the 
leasing of commercial and industrial 
equipment to major Canadian 
businesses. 


Gross income totalled $43.3 million, 
23.5% higher than in 1973. 
Unprecedented high interest rates and 
the increased use of borrowings resuited 
in a 75% increase in the cost of borrowed 
money over the previous year. The 
average cost was 9.8% (1973: 7.6%). 
Earnings exceeded those of the previous 
year by 3.3%. 


The Company’s receivables are in sound 
condition, net losses representing 1.29% 
of average consumer receivables. 


A new service to customers, the 
completion of personal income tax 
returns, has been well accepted. Further 
growth is expected by the company in 
1975 and any reduction in the cost of 
borrowed funds will improve earnings. 


Board of Directors 


Robert E. Campbell 

Toronto, Ont. 

Senior Vice-President & Deputy 
Senior General Manager, IAC 


Roland Chagnon, C.A. 
Montreal, Que. 
President, Lallemand Inc. 


Joseph C. Clapinson 
Toronto, Ont. 
Retired 


Peter Kilburn 
Montreal, Que. 
Chairman, Greenshields Incorporated 


Joseph S. Land 
Toronto, Ont. 
President, IAC 


Byron F. London 
Toronto, Ont. 
President & Chief Executive Officer 


Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board, IAC 


1973 1972 1971 1970 
5,333 5,499 4,524 3,590 
273.9 198.1 178.3 174.7 


Douglas W. Maloney 
Toronto, Ont. 

Executive Vice-President and 
Senior General Manager, IAC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, Finance, IAC 


Lyndon E. Nichol 

Rancho Santa Fe, Calif. 

Director and former Chairman, IAC 

L. Ronald Woodall 

Toronto, Ont. 

Vice-President and General Manager 


Auditors’ Report to the Shareholders 


We have examined the balance sheet of 
Niagara Finance Company Limited as at 
December 31, 1974 and the statements 
of earnings, retained earnings and 
changes in financial position for the year 
then ended. Our examination included a 
general review of the accounting 


procedures and such tests of accounting 
records and other supporting evidence 
as we considered necessary in the 
circumstances. 

In our Opinion these statements present 
fairly the financial position of the 
company as at December 31, 1974 and 


February 7, 1975 
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the results of its operations and changes 
in its financial position for the year then 
ended, in accordance with generally 
accepted accounting principles applied 
on a basis consistent with that of the 
preceding year. 


Coopers & Lybrand 
Chartered Accountants 


Niagara Finance Company Limited 


Statement of Earnings 


1974 1973 
For the year ended December 31, 1974 $000’s $000’s 
STOSSUNCOME (Oleh) pam wenn a bk neem alo Skene ere ee ts ee ee ees 43,275 35,045 
Expenditures (note 2) 
Cost of borrowed money— 
REGU SESE GEIS At A gL OR fl em 15,907 8,744 
DG OSMUIES: ae ae ee ek OU oer A en ne ae eee Se ere 1,617 Wee 
17,524 10,016 
General and administrative (note 2) ..................... 14,766 14,192 
32,290 24,208 
10,985 10,837 
Provision for Income Taxes 
Current nue S bubs ao hl aS A OO ee ae ee a ee, ee ee a 170 137 
DCL Cli CC Mamma MMe Serer a per Ae tor te PN a i Ng thy ele Pew s ce  a, 5,307 5,367 
5,477 5,504 
BALTIC S Pn are at rete KO ey en. Sey lal aes Gh AS Oe eg ee he GaP ang es a ge 5,508 57363 
Statement of Retained Earnings 1974 1973 
For the year ended December 31, 1974 $000’s $000’s 
EarbimcSrOmiiencaleiermnry mt: ft ate GNA oh. et RL Ei megs aie 2 a ng, mR aan Ae es § 5,508 5) SIS) 
Dividends 
CHOBS JN SEVIS ace. tal he SS passe eh ee IRA ear OS a Ve 1,750 1,500 
SOMMOMSIANGS Ries aie ee lake ne the 1,750 1,500 
3,500 3,000 
Increase in Retained Earnings forthe Year .......... dw 2,008 ZAS33 
Retained Earnings—Beginning of Year...) 6 11,895 9,562 
Beramedicamings End OF YCar. .-. oc ee eee ee ew ee dew we ee heme 13,903 11,895 
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Niagara Finance Company Limited 


Balance Sheet 


1974 1973 
as at December 31, 1974 $000’s $000’s 
Assets 
OF.) | ea er rr ee ne nem re eee Se re eee ere ee ea Green Pr cult mig tienen Gack eke Bdoa 6-98 4,344 4,566 
Receivables 

Small loans (note 3) 48,073 54,830 
Other loans (note 4) 168,543 142,650 
Sales eee 27,935 28,435 
Leasing (note 5) ie 65,299 CWE TAS) 
Othe manera ae er hy leet ee, GME an ihe eee Oe a ea 400 221 
Vehicles and equipment heldforsale...............-.- ee 8 6 
310,258 273,893 
Allowance for doulbttul receivables, 2. @ fn ee ee ee er ae ee oe era 5,089 4,774 
305,169 269,119 
Other Assets and Deferred Charges 
Income taxes recoverable ....... slates Fea Se Or Cauca Ba aye ee reac 1,010 4,914 
Leasehold improvements and prepaid expenses 1 Hes Peed ef Ue eA DLO ceoe igneamieea sactne eae 633 423 
Unamortized debt discount and expense 1,411 1,179 
Office equipment and automobiles—at cost, less accumulated — 
depreciation of $1,089,000 (1973—$954,000) . 1,028 905 
. 4,082 7,421 
313,595 281,106 
Liabilities 
Secured Demand Bank Loans (note 4) .............0.0. 00.0000. ce 13,925 15,660 
Secured Short-Term Notes... : = 2 p15,4 Ss e2 Se cle Ga eae ee ee re 56,078 85,048 
neta aa eens at ee eee ee ee lo 60,946 52,942 
Debentures (note 7) . a 29,252 14,905 
Unsecured Notes (note 8) 32,022 4,000 
192,223 172,555 
Payables 
Accounts payable and accrued liabilities 6,996 14,553 
Unearned Income: (note 9) i ck es eae Acces ces wv ce ee 64,455 51,392 
Deferred Income Taxes (note:10) . 2-5 6 8 ko ei eh, ee ee eee 11,018 Ouran 
274,692 244,211 
Shareholders’ Equity 
Capital Stock 
Authorized— 
150,000 51%4% non-cumulative, participating Class A shares of $100 each, 
redeemable at par 
150,000 common shares without nominal or par value 
Issued and fully paid— 
125; 000'GlaSStASMAneS le ccs nue tact ee Rey etc nn 12,500 12,500 
125,000'common*Shanresh <2 crc fee eee ee eee ren eae 12,500 12,500 
25,000 25,000 
Retained Earnings si 3205 bn oie van eee 0 ee ee Oe eae ee 13,903 11,895 
38,903 36,895 
281,106 


313,595 


Signed on behalf of the Board B.F. London, Director 


K.H. MacDonald, Director 
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Niagara Finance Company Limited 


Statement of Changes in Financial Position 
For the year ended December 31, 1974 


Sources of Funds 
Operations— 
Earnings 


Amontizationiof debt discount and expense. =........2. 6-5-2. ee ce se ete ne 
Amortization and depreciation of fixed assets ........................ 000000» 
IOVISIONMOnGetenrediincOme:taxes 41,5...) 4.5240. --4e ee stant ee odes poe 


Borrowings— 


SSCUCCRUOTIMM OLS trae peur Bay Are alae gn aid eee Oe wet te de 
DOD EMEUNCSmmmeN rs ae hee Tey ie cae ka Re LCR ENC rte) cad en mu 
WIMSSCURECIMNOLES eee eae, ie te Pag |, Aa Min pee eee hs 


Other— 
Net (decrease) increase in payables 
Net decrease (increase) in other assets 
including other receivables and 


1974 1973 
$000’s $000’s 


5,508 5,333 
4,074 2,530 

442 380 
5,307 5,367 


15,331 13,610 


Proceeds from 


PROPS Vane CMOMSal Gs seer! bn ere ant hh ei eee ry eae wk ERR ey rie ce tM setts, 


Uses of Funds 
Increase in operating assets— 
Receivables— 


SSNS UALOVEV TS See eS ke A a cco |S ee Oe ee a MRR a gee 5 Re 


Otherloans..... 


Sale anancing retailer ee ee ee 


Leasing 


Less: Increase in allowance for doubtful receivables......................... 
Increase: intuineanmedc:inGOMes eg ose cue ee enn enw as 


Notes to Financial Statements 
For the year ended December 31, 1974 


1. Gross Income 
Earned service charges and interest on receivables ................ 
Eessz provisionifordoubtiulreceivableS.= -.. 5.25 4-4 eae ee 


2. Expenditure 
Expenditure includes the following shown in 
accordance with the provisions of The 
Business Corporations Act of Ontario: 


Cost of borrowed money on indebtedness 

initially incurred for a period of 

MOrewthnanrOnesvCalwunnwy eine eee ree Nek es A 
Directors’ and senior officers’ remuneration ................... 
Depreciation of office equipment and 

AUTOMOBILES siete pep wee pee eed howe in te Ataris era) air 


1974 
$000’s 


46,649 
3,374 


43,275 


1974 
$000’s 


6,044 
182 


349 


new borrowings Redemptions 
$000’s $000’s 
359,765 361,500 (1,735) 2,632 
411,884 444,786 (32,902) 30,591 
11,164 3,196 7,968 2,613 
14,661 653 14,008 (93) 
376,122 348,100 28,022 2,500 
15,361 38,243 
(7,557) 6,587 
2,949 (5,027) 
(4,608) 1,560 
26,084 53,413 
(6,757) (8,154) 
25,893 32,147 
(500) 4,578 
17,548 47,751 
36,184 76,322 
315 500 
13,063 25,016 
22,806 50,806 
3,500 3,000 
26,306 53,806 
(222) (393) 
26,084 53,413 
1973 
$000’s 
38,120 
3,075 
35,045 


1973 
$000’s 


4,921 
147 


313 


General and administrative expenses are 
shown net of a $2,983,000 (1973— 
$1,855,000) recovery of expenses from 
affiliated companies the affairs of which are 
largely administered by the company. 
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Niagara Finance Company Limited 
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3. Small Loans 
Small loans are those made for not more than $1,500 which are regulated under the Small Loans Act and upon which interest is accrued but not 
precomputed. 
4. Foreign Currency 
The following unhedged amounts receivable 
or payable in foreign currencies have been 
converted to Canadian currency at year end ReceivablestiniU Kestering aan mace ee ee eae certain ete 15,788,000 
rates of exchange. Secured demand bank loaniiniUike stenlimGjs ms. an aes tien one 5,825,000 
5. Leasing Receivables 
The balance sheet presentation has been changed to reflect the total rentals receivable under lease contracts as leasing receivables and to include the 
excess of total rentals over the cost of the asset leased as unearned income. The 1973 comparative figures have been restated accordingly. 
6. Details of Secured Term Notes 
Issued Individually (at rates of interest varying from 7% to 11%4%) 
1974 1973 
Year of maturity $000’s $060’s 
a No) 2: Ieee ence heen ae cem hence fra SN curr tet en ec GAINS Suv. Bite aoe gets = 3,196 
TOIT sepa ushest ah Guest PONS Rach Ne, ONAL Ai he Ail cea ag a5, ae a re eee a 6,090 6,090 
EAs Rae OR PNY ene NE ere CN AP hee enn A GME NAN oo cece emerge eh 11,269 69 
1c Ay aah ean tee BN ie (Sit ae wR hil ks bed rele aah in Maa A deo BOSC 880 880 
VQ Bika nines hal ok Lepage Ram Pee Seti Raye er OD Ae a ge 172 ee 
18,446 10,442 
Issued in Series 
Year of Rate 
issue Series % Maturity date 
1964 1 5% ADI Sa C G4 ea ea 10,000 10,000 
1964 2 5% MayailealiOS Sikeaeecseees ea 10,060 10,000 
1965 3 5% Mayall 98 5 aera ee 10,000 10,000 
1966 4 Th December 1,1986...... 5,000 5,000 
1968 5 8% MEM Ne ISB ooo cee eho e 7,500 7,500 
42,500 42,500 
60,946 52,942 
7. Details of Debentures The holders of Series “B” debentures have 
Year of Rate 1974 1973  theright to prepayment of principal on April 
issue Series % Maturity Date $000’s $000's 17, 1977. 
1972 “B” 8 April 1751992 ee 14,252 14,905 le pores of Series ote have 
“Oo” 1 = eri oO prepayment of principal on 
1974 C 11% October 15,1994....... 15,000 Ocioten 151 979. 1984 eaaocal 
29,252 14,905 Series ‘‘B’”’ and “C’’ debentures have 
purchase fund provisions. 
8. Details of Unsecured Notes 
Unsecured notes comprise: 
1974 1973 
$000’s $000’s 
Demand note payable to parent company.........................-.. 4,800 4,000 
Term note payable to parent company 
bearing interest at the prime bank 
WEVFVaKolleneMVI Me I EVMUIEIAY Us WIAD ow ce ee ee de he SHE One Obes 25,000 _ 
6% term note for U.S. $2,241,000 
repayable in equal semi-annual 
instalments uNntN 1981) 2. 2h. 2o ae hee ee ee 2,222 = 
32,022 4,000 
9. Unearned Income 
Unearned income comprises: 
1974 1973 
$000’s $000’s 
Unearned income relating to otherloans .......................... 37,134 31,307 
Unearned income relating to sales 
financinG—KetallireCClValCSae ei nae ear 3,860 3,671 
Unearned income relating to leasing 
feCelVable6S! 47 36 ee, Pep ae ee a ee ee eee 23,461 16,414 
64,455 51,392 
10. Deferred Income Taxes 
Deferred income taxes arise from timing 
differences relating to the treatment for 
income tax purposes of income and 
expenses associated with the following: 
1974 1973 
$000’s $000’s 
Unamortized debt discount andexpense ....................... 414 296 
Leasing receivables ne Ae ey ena 10,604 5,415 
11,018 5,711 


Niagara Realty of Canada Limited and Subsidiary 


Niagara Finance Company Limited 
administers the affairs of these 
companies which provide first and 
second mortgage loans, primarily on 
residential property. In addition, existing 
mortgages are purchased on both an 
individual and portfolio basis. These 
services are available through 268 
Niagara branches across Canada, 
including 8 specialized mortgage 
branches. 


Selected Niagara Realty Statistics: 


As a result of continued strong demand 
for mortgage financing, receivables 
increased by 37.6% during the year toa 
total of $175.6 million. Gross income 
increased by 43.2%. Despite increases in 
money and other costs, earnings 
increased by 31.2% over 1973. 


The condition of the mortgage portfolio 
is sound, with write offs for 1974 totalling 
0.03% of average outstandings and 
delinquency of 1.47% (1973: 0.04% and 
1.31% respectively). 


The continuing shortage of housing in 
Canada and the resultant demand for 
mortgage financing is expected to 
produce further growth both in 
receivables and earnings. 


Earnings ($ thousands) 


Mortgage receivables ($ millions) ....... 
Average mortgage balance at year end (dollars) 


1974 
2,202 
175.6 
7,963 


Board of Directors 


Joseph S. Land 
Toronto, Ont. 
President, [AC 


Byron F. London 
, Toronto, Ont. 
President 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, Finance, IAC 


1973 i972 1971 1970 
1,679 1,671 1,483 832 
127.6 94.1 76.0 62.6 
6,339 5,269 4,580 4,099 


Lionel A. Normandeau 
Montreal, Que. 
Vice-President 


L. Ronald Woodall 
Toronto, Ont. 
Vice-President and General Manager 


Auditors’ Report to the Shareholders 


We have examined the consolidated 
balance sheet of Niagara Realty of 
Canada Limited and subsidiary as at 
December 31, 1974 and the consolidated 
statements of earnings, retained 
earnings, and changes in financial 
position for the year then ended. Our 


examination included a general review of 
the accounting procedures and such 
tests of accounting records and other 
supporting evidence as we considered 
necessary in the circumstances. 

In our opinion these consolidated 
statements present fairly the financial 


February 7, 1975 


position of the companies as at 
December 31, 1974 and the results of 
their operations and the changes in their 
financial position for the year then 
ended, in accordance with generally 
accepted accounting principles applied 
on a basis consistent with that of the 
preceding year. 


Coopers & Lybrand 
Chartered Accountants 
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Niagara Realty of Canada Limited and Subsidiary 


Consolidated Statement of Earnings 
For the year ended December 31, 1974 


Gross Income (note 1) 5 6.6 eu ai cce oo kee Ge ep eee es) eg ct ep ates nok ee 


Expenditure 
Cost of borrowed money 


General andadmimistrative!(mOte:2) se me yeey cee ts ty ee eee ee ee ee 


Provision for Income Taxes 
Current .. 


Beferreds: c..,. 54% cmuiac. Gea G ane io Oita aati aria tar ee ee ee 


EarmingS: 23.34.69 one 


Consolidated Statement of Retained Earnings 
For the year ended December 31, 1974 


Earnings for the Year . 
Dividends........ 


incredé In Retained Earning’ tor thewear’ 2. Henin: | > os 
Retained Earnings—Beginning of Year ................ 2020.00.00 


Retained Earnings—EndofYear.................... 


Consolidated Statement of Changes in Financial Position 


For the year ended December 31, 1974 


Sources of Funds 
Operations— 
Earnings ... 
Amortization of debt discount and expense . 
Depreciation of fixed assets ... 
Provision for deferred income taxes - 


Borrowings— 


Secured tenminotes ee. 7.5 25 a eee 


Demand note payable— 
parentcompany .... 


Proceeds 
from new 
borrowings 


$ 
48,703,000 


Issue of:capital Stocks. 7 os Rc Re Re eee a ee ee 


Other— 
Net increasein payables _.. 
Net increase in other assets including 


‘other’ receivables and realestate heldforsale........................... 


Uses of Funds 
Increases in operating assets 
Residential mortgages . . 


Less: Increase in allowance for doubtful receivables SARS Are. et eee Ona een 


Increase: inideferted-income:*. a. mans eee ee ee ree 


DIVIDE RAS 2 ee et oy ae reese ee ee ee 


Decrease in cash 


Decrease in cash committed for unclosed loans’ Ty SUE a kee eee tg ey Nae AL 
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Redemptions 
$ 


1,471,000 


47,142,000 


1974 1973 
($) ($) 
20,567,000 14,358,000 
11,636,000 7,725,000 
4,372,000 3,224,000 
16,008,000 10,949,000 
4,559,000 3,409,000 
1,802,000 1,478,000 
555,000 252,000 
2,357,000 1,730,000 
2,202,000 1,679,000 
1974 1973 
($) ($) 
2,202,000 1,679,000 
1,300,000 1,000,000 
902,000 679,000 
3,427,000 2,748,000 
4,329,000 3,427,000 
1974 1973 
($) ($) 
2,202,000 1,679,000 
328,000 220,000 
12,000 17,000 
555,000 252,000 
3,097,000 2,168,000 
47,232,000 18,816,000 
(7,051,000) 13,720,000 
40,181,000 32,536,000 
2,500,000 2,500,000 
1,708,000 148,000 
(344,000) (79,000) 
1,364,000 69,000 
47,142,000 37,273,000 
48,030,000 33,440,000 
361,000 251,000 
1,030,000 411,000 
46,639,000 32,778,000 
1,300,000 1,000,000 
47,939,000 33,778,000 
(258,000) 2,019,000 
(539,000) 1,476,000 


37,273,000 


Niagara Realty of Canada Limited and Subsidiary 


Consolidated Balance Sheet 


1974 1973 
as at December 31, 1974 ($) ($) 
Assets 
(CEE. o vis CREP Si ee eae ee ee 4,407,000 4,665,000 
Cash Committed for UnclosedLoans ...................... 00.0000 cece 3,253,000 3,792,000 
Receivables 

RESIGenitialmOntGageSmrme este.) tind wa sy w ren: epee lay om! TR RLS CARR ewe eR 175,619,000 127,589,000 
Real estate held for sale—at estimated realizable value ........................... 73,000 27,000 
ORTOP eo cea by eA © ees ere re ek An ALD a Pa a ne 437,000 139,000 
176,129,000 127,755,000 
Allowancerondoubtiulnecewvables: = 0.5.2, ose. bobs be ego eee eee ee ee 1,318,000 957,000 
174,811,000 126,798,000 
182,471,000 135,255,000 
Other Assets 
EAS Pal CHE XPEMSCS Same Rem eer etOre: eho. cn ot. o3: se es) ae fe Seem ee Oh Ont I Pali af co A eee Sa 6,000 6,000 
Whamontized.debtdiScountangiexpenSes ee 8) Ne Sees a eo en eee eee 2,150,000 1,181,000 
Office equipment and automobiles—at cost, 
less accumulated depreciation of $41,000 (1973—$35,000) ..................... 32,000 44,000 
2,188,000 1,231,000 
184,659,000 136,486,000 
Liabilities 
Demand Note Payable—parentcompany............... 6. 48,913,000 55,964,000 
SECULCCRNENININOLES (MOLES) Ps etn reek A eal elas uae Ge cerognae See eee seman eebsdee un aoe aes 112,805,000 64,276,000 
Payables 
ACcOUntsIpayableranGdraCcnue@gihabiliticS= 285 sos sews 5s eee meee ees) ee ese 3,290,000 1,748,000 
IMG OME AXC Sete tt ee ye a ae WE cn! Pad ii nce NN 8 Ene a PMN Mean acct cos cil, oh 391,000 225,000 
3,681,000 1,973,000 
DeLSKrediINnCOMe\CMOLCSA ay ere Area ce Pes Vat eal (Ue AAs Mea CG Ns Pe ochre 3,378,000 2,348,000 
Deferrediincome: Taxesi(noteD) Gos Fes Bae Wee te eee re ae ce RO RS aes Reeaars fe | 1,553,000 998,000 
170,330,000 125,559,000 
Shareholders’ Equity 
Capital Stock 
Authorized— 
2,000,000 common shares of $5 par value 
Issued and fully paid (note 6)— 
PO OO OOOFSMANCS Eeercaea Soe ea eia et ck pan Sa al Onn te ire arnt anne Paley wee MAGE Acre oh te 10,000,000 7,500,000 
RELAINEGLE ANMINGSiare we ory Oy een ee Ne ramet Ph et ee ea RD ge Bee SE te mT ca, eg __ 4,329,000 __ 3,427,000 
14,329,000 10,927,000 
184,659,000 136,486,000 


Signed on behalf of the Board 


B.F. London, Director 


J.S. Land, Director 
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Niagara Realty of Canada Limited and Subsidiary 


Notes to Consolidated Financial Statements 
For the year ended December 31, 1974 


1. Gross Income 1974 1973 
($) ($) 
Earnedincomeonmortgages ....... 8d ata Rs a RA aides toe ge) Ia ol ap a 20,977,000 14,650,000 
Less: Provision for doubtful SEES 2 hy Ast Gey BRR co Re Wi eee Wea ae 410,000 292,000 


20,567,000 14,358,000 


2. General and Administrative Expenses 1974 WA1973 
General and administrative expenses include: : 
Depreciation of office equipment and automobiles ........................... $12,000 $17,000 
Remuneration of directors and officers— 
Aggregate remuneration of directors as directors ......................... NIL NIL 
Number of directors ....... is) Soe ap ae tee cela ee eae Ee 5 5 
Aggregate remuneration of officers a as officers (SAY thy Sand Nea a ene ree $23,000 NIL 
Number of officers ....... RE ae lok RE Se ARB Shay os 9 8 
Number of officers who are also directors - ee 3 2 


The affairs of the companies are largely administered by Niagara Finance Company Limited. 


3. Details of Secured Term Notes 


; : 1974 1973 
Year Series Rate Maturity date $000’s $000’s 
of issue % 
1970 “A” oes December liar! 99 One eer ee erie ee aera 10,000 10,000 
1971 ah ee IDIEXoy=Van oval MalSmilcleleben tes ou e gaten Sats Po doe eke 19,522 19,650 
1972 ne 8% AUGUSTE 5S 1982 cannes te eee eae 13,807 14,728 
1973 Dy Ue May 5)! 98 8 cx 3 oe tae tori aetna A 19,803 19,898 
1974 a Of Maron 994: opera ie nce year tee xtc ane 24,673 _ 
1974 ie 10% JUNE AS OSes tree eer re one ee eo: 10,000 _ 
1974 Pp 10% December tS5 lO SAs acs ee errr 15,000 - 

112,805 64,276 
* The interest rate on these notes “es Holders have the right to prepayment 
increases to 9°%4% on December 15, on March 1, 1980. 
1975. Holders have the right to Series! Av = Bias Cea cance. 
prepayment on December 15, 1975, notes and series ‘‘F’’ notes maturing 
1980 and 1985. in 1981, have purchase fund 
a * Holders have the right to prepayment provisions. 
on December 15, 1978. Series ‘‘F’’ notes maturing in 1984 
*** Holders have the right to prepayment have a sinking fund provision. 

on May 15, 1980. IAC Limited has guaranteed Series 


“SAC BN Ste eB) Ag) ok and Oe 
notes as to principal, interest and 
redemption premiums, if any. 


4. Deferred Income 
This arises from mortgages purchased at a 
discount and from fees received in 
advance on certain mortgages. 


5. Deferred Income Taxes 
Deferred income taxes arise from timing 
differences relating to the treatment 
for income tax purposes of income or 
expenses associated with the 


following balance sheet items: 1974 1973 
($) ($) 
Residential mortgages ..... wg ee oh eor 666,000 487,000 
Unamortized debt discount and expense i ee. 887,000 511,000 


1,553,000 998,000 


6. Capital Stock 
During the year 500,000 shares were 
issued for a cash consideration of $2,500,000. 
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The Sovereign General Insurance Company 


In 1974 your Company changed its name 
from Merit Insurance Company to The 
Sovereign General Insurance Company 
in order to achieve closer identification 
with our life insurance affiliate, Sovereign 
Life, and to maximize merchandising of 
our fire, auto, and life insurance services 
to Canadians. Progress towards 


achievement of these goals is continuing. 


Written premiums increased 12.5% in 
1974 to $14.1 million (1973—$11.6 
million). Earned premiums increased 10% 
over 1973. These increases are 
significant in light of cancellation of all 
British Columbia auto premiums 


following the entry of the government 
into that business during the year. 


The overall loss ratio decreased slightly 
to 74.82% from 75.61% in 1973. Results 
for your Company, and for the entire 
industry, have been seriously affected by 
inflation with its heavy impact on claim 
settlements. 


After providing fully for current and past 
year claims, expenses and taxes, 
notwithstanding the increase in income 
from investments, earnings amounted to 
$57,000 compared to $298,000 in 1973. 


During the year your Company 
introduced a one-year fire policy to offset 
the impact of inflation. Amounts of fire 
insurance coverage were increased 
wherever possible to reflect current 
replacement values in order to obtain 
adequate premium. Rates on all 
coverages were increased during the 
year. In addition, quality was upgraded 
wherever possible along with a 
strengthening of claims review 
procedures. 


The combination of these steps, coupled 
with some easing in general inflationary 
conditions, should contribute to 
improved results in 1975. 


Selected Sovereign General Insurance Company Statistics: 


(Thousands of Canadian Dollars) 1974 1973 1972 1971 1970 
Ma IRR CLO te Ca tte tr Sin Sees, Ws ou tee st ad ge aed 12,050 10,949 9,750 9,524 10,301 
PSM WO Clare fort ike Bee a a seh Ate aed oh ly sie, be Oe aes 9,016 8,278 6,739 6,510 7,343 
RNS SUM le Fe Te te Se Sa pe Men, God into Ute Gist Wa Ge BE 3,944 3,244 3,288 3,560 3,361 
PEC MVINTING allt (lOSS) . 208 os) ee oe hace ee ee ee (910) (573) (277) (545) (403) 
Mame stimmcitand Other inCOMe.. 2. 6....5 6... ee ee ee wn en. 1,053 933 2o 35 699 
EE NORECAK COU M MME Oy OR ee mer yd 8 ion th ys %ahs gi Dd ee eae A 86 62 28 11 50 
ominMaS(IOSS):. . 8. ee bo. ahs > oe ao ey 57 298 421 179 246 


Board of Directors 


Robert E. Campbell 

Toronto, Ont. 

Senior Vice-President and Deputy 
Senior General Manager, IAC 
Roland Chagnon, C.A. 

Montreal, Que. 

President, Lallemand Inc. 

Peter Kilburn 

Montreal, Que. 

Chairman, Greenshields Incorporated 
Joseph S. Land 

Toronto, Ont. 

President, iAC 


William R. Livingston 
Toronto, Ont. 
President 


Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board, IAC 


Douglas W. Maloney 

Toronto, Ont. 

Executive Vice-President and Senior 
General Manager, IAC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, Finance, IAC 


Auditors’ Report to the Shareholders 


We have examined the balance sheet of 
The Sovereign General Insurance 
Company as at December 31, 1974 and 
the statements of earnings and retained 
earnings for the year then ended. Our 
examination included a general review of 


Lyndon E. Nichol 
Rancho Santa Fe, Calif. 
Director and former Chairman, IAC 


Francois P. Paradis 

Toronto, Ont. 

Senior Vice-President and General 
Manager—Operations, IAC 
Renault S. St-Laurent, Q.C. 
Quebec, Que. 

Partner, St-Laurent, Monast, 
Walters & Valliéres 

Donald J. Wilson 

Toronto, Ont. 

Vice-President & Managing Director 


the accounting procedures and such 
tests of accounting records and other 
supporting evidence as we considered 
necessary in the circumstances. 

In our opinion these statements present 
fairly the financial position of the 


January 31, 1975 


company as at December 31, 1974 and 
the results of its operations for the year 
then ended, in accordance with generally 
accepted accounting principles applied 
on abasis consistent with that of the 
preceding year. 


Coopers & Lybrand 
Chartered Accountants 
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The Sovereign General Insurance Company 


Statement of Earnings 
For the year ended December 31, 1974 


1974 1973 1974 1973 
(S) ($) (%) (%) 
Premiums 
Net premiums Written, <5. -.; ee ee 13,074,505 11,619,102 
Less: Reinsurance premiums ....... 370,274 232,137 
Net premiums retained ............... 12,704,231 11,386,365 
Change in unearned premium reserve .... (653,846) (437,311) 
Premlums Earned 02 ae ee 12,050,385 10,949,054 100.00 100.00 
Expenses 
ClalmMS:inCunredae..”. geese. cermin ie ee 8,486,213 7,651,369 
Staff adjusting expenses.............. 530,162 9,016,375 626,979 8,278,348 74.82 75.61 
3,034,010 2,670,706 25.18 24.39 
COMMISSIONS ea mete ee eee 1,344,122 1,110,220 
General and administrative ............ 2,271,209 1,834,343 
Taxes and licences < her = ee So Loo ee 328,724 3,944,055 299,431 3,243,994 32.73 29.62 
UnderwritingLoss ..................... (910,045) (573,288) (7.55) (5.23) 
Other Income 
Income from investments ........:.... 963,394 182273 
Gain on sale of investments............ 89,215 1,052,609 150,872 933,145 
142,564 359,857 
Income Taxes (note) 
Current 2 5sii a. sehr so ae ee ee 36,3115 
Deferred ..< 23ns oe ei ee ee ee 85,658 85,658 61,728 98,043 
Earnings Before Extraordinary Item. .......... 56,906 261,814 
Extraordinary Item 
Reduction of income taxes on application 
OF Prior year Sloss: Wee ee ee 36,315 
Earmings:.2 . Sent oe. i oe nen eae 56,906 298,129 
Note: 
Depreciation and amortization of approx- been recorded in the accounts in 1974 
imately $330,000 in excess of amounts and prior years. This excess is available 
claimed for income tax purposes have to reduce taxable income in future years. 
Statement of Retained Earnings 
For the year ended December 31, 1974 
1974 1973 
($) ($) 
Eamings forthe Vear 225. 2). oF a oe 4 ee ee eee ee 56,906 298,129 


Retained Earnings at Beginning of Year .......................2......4.. 5,011,093 4,712,964 


Retained Earnings atEndofYear ..................... 0.00.00 2 0002. 5,067,999 5,011,093 
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The Sovereign General Insurance Company 


Balance Sheet 
as at December 31, 1974 


Assets 


Cash 


Accounts receivable 
Prepaid expenses 
Investments—at cost plus accrued income 


(quoted value 1974—$12,486,743; 1973—$12,748,126) 


Office equipment and automobiles—at cost, 


less accumulated depreciation of $301 ,696 (1973—$295,950) 
Leasehold improvements—at cost, less amounts written off 


Liabilities 


Accounts payable and accrued liabilities........... 
Pecmied PremiluMtaxeS: . «. oe 
Provision for outstanding claims and adjusting expenses 
Bemsurens advance (contra) 4... .. 006.0 oe es 


Unearned premium reserve..................... 


Deferred income taxes 


Shareholders’ Equity 


Capital stock 
Authorized— 

10,000 shares of $100 each 
Issued and fully paid— 


SO SUIS Takes area Men nr eva Per en heey Orda Ose of 
Eremlum On Shares iSSued. 6550.6 hee eles Si aw. 
METI OLE OSU DUIS ite coe rhb aN eta sey 
CRAMOCHOAINMNCG Sato tae et fen shee Eid wig 


Signed on behalf of the Board 


Reinsurer’s deposit in respect of outstanding claims (contra) 


1974 1973 
($) ($) 

PEE ee ne ne ieee ae: 374,647 197,21) 
So ee SI etre ee ete 68,420 89,376 
Sah Pa Rts hy Mir 8 ee Me Aon eS 2,547,672 2,011,672 
Sy gt IE OR es a On eich GRs RPG 18,868 20,582 
Ee ne tat ee oe eee 14,736,022 13,983,018 
se et Bs EEA he 138,097 146,431 
Pat Cha aes tae 168,301 187,848 
18,052,027 16,636,142 
ore in ee ay er ee eer 246,968 212,869 
RIN Pt SE Bip ees: yea 3 A 131,635 124,613 
Soh ico ee ee eee 4,712,493 4,113,182 
CF AR a ent), Ce RO ae 68,420 89,376 
5,159,516 4,540,040 
a ee oe eet 5,909,975 4,856,130 
Bane rn re ee ee ae ee 654,237 568,579 
11,323,728 9,964,749 
Fb ssnsy ot ok Ge ieee eae er oe 583,000 583,000 
See ee EE Te Nh Oe 327,300 327,300 
ep Rn Me 19,21 Wie tile ace mete 1-3: 750,000 750,000 
rig ee ome Fev. blk outer eee 5,067,999 5,011,093 
6,728,299 6,671,393 
18,052,027 16,636,142 


W.R. Livingston, Director 


D.J. Wilson, Director 
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The Sovereign Life Assurance Company of Canada 


New ordinary insurance and annuities 


issued in 1974 totalled $83.4 million. This 
represented an increase of 24% over the 


previous year, establishing another 
company sales record. 


The total of ordinary insurance and 
annuities in force grew to $462.6 million, 
also anew company record. Group 
insurance amounted to $482.1 million. 


Revenue, comprising premiums and 
investment earnings including interest, 
dividends and rents, amounted to 
$18,448,908 (1973—$14,960,105). The 
increase in premium resulted from the 
growth in ordinary insurance, and, 
additionally, to a change in method of 
premium payment on certain group 
policies. An improvement in investment 
earnings resulted from a larger portfolio 
and a higher net yield of 7.28% (1973— 
6.86%). 


The present value, discounted at 5%, of 
future earnings, after tax, from business 
now in force and from which earnings 
would continue even if Sovereign were to 
cease all selling activity, was calculated 
at December 31, 1974, to be $3,375,675 
(1973—$3, 222,042). 


Copies of the Sovereign 1974 report, 
which reflects another year of solid 
progress, are available from the 
Secretary of Sovereign or of IAC. 


Selected Sovereign Life Statistics: 


(Millions of Canadian Dollars) 1974 1973 
Insurance in force: 

ORGINAL 3:5 ee Ae te pa hte, price ee, oe se iy 462.6 Ai 1.2 
GlOUD sao 3 Fede ce at a wee etree a) Rate ee 482.1 483.8 
A [0] ¢: | ee eS, A cee OI me MN ie ae as orn 944.7 895.0 
New business written: 

Ordinary << Ue BFS oko eee Wee eae Ghee ee 83.4 67.2 
Group (Net CHANGE) Bain) alae cere eae ei er ee ee ee (1.7) ER 
POLICY: TESCIVES aa eee Nc ee 55.2 50.5 
TOtali:assets: See oe, Sue ee 78.4 2:6 
Net interest earned: Per cent 7.28 6.86 


1972 1971 1970 1962* 
375.8 343.7 923,3 216.2 
471.7 401.4 420.0 2.6 
847.5 745.1 743.3 218.8 

60.2 51.5 47.4 13.8 

70.4 (18.7) (29.6) 0.7 

48.3 46.7 45.4 37.2 

68.4 65.4 63.2 46.1 

6.58 6.37 6.37 5.21 


Vieanol acquisition by IAC 


Board of Directors 

William J. Anderson, Q.C. 
Toronto, Ont. 

Partner, Gardiner, Roberts 
Roger H. Charbonneau, C.A., M.B.A. 
Montreal, Que. ‘ 

Dean, Ecole des Hautes Etudes 
Commerciales de Montréal 
Cameron C. Gray, M.D. 

Toronto, Ont. 

Joseph S. Land 

Toronto, Ont. 

President, IAC 

William R. Livingston, C.L.U. 
Toronto, Ont. 

President and Managing Director 
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Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board, IAC 


Douglas W. Maloney 

Toronto, Ont. 

Executive Vice-President and Senior 
General Manager, IAC 


Stanley F. Melloy 

Toronto, Ont. 

Executive Vice-President, Finance, [AC 
Robert E. Moore, 

Winnipeg, Man. 

Partner, Moody, Moore, Duncan, Rattray, 
Peters, Searle & Christie 


Lyndon E. Nichol 
Rancho Santa Fe, Calif. 
Director and former Chairman, IAC 


Francois P. Paradis 

Toronto, Ont. 

Senior Vice-President and General 
Manager—Operations, IAC 


James H. Sutherland, C.L.U. 

Toronto, Ont. 

Vice-President 

Arthur J. Vincent 

Winnipeg, Man. 

President, Smith, Vincent & Co. Limited 
Robert J. Wilson 

Toronto, Ont. 

Group Vice-President, 

The Royal Trust Company 


The Sovereign Life Assurance Company of Canada 


Statement of Revenue 
For the year ended December 31, 1974 


Revenue 
Baemlumsiancaannuity considerations... oink ds i ee ee ee 
Interest, dividends and rents, less related expenses 
OPESOO OST LO TO—PLOO GUIS. ss Gan Won gw a wh hae oe ee 


Policyhoider Distribution and Expenditures 
Amounts paid to or set aside for policyholders 

and beneficiaries— 

Dpeauvandiordinary disability Claims; 4-520. a8 5 ie. we ew aw ee eee 
eer CACHES NEL NG LAIN Ser orn od, a tA Pahknla cs SU mee cena eae Oe SR eee a 
Rreee RIC LONICIONIITIO ICG 02 bet see ark sy eee A eee w SO oe gs 
UDEV OC CULG ERNE Cee a en tit ta, eat nasty Sete Deine ehafs Gh lik elena 
SECC CAV CULO Summer Carer on UN ec ie un ne MN Ca a Papen Ray eis. .o Std ig ote GE oa 
Increase in reserves for insurance and annuity contracts............... 
Interest credited to funds on deposit and pension fund ................ 


Dividends to participating policyholders (including change inprovision)....... 
Bore ynolders invesiment taxes ai. 2 ok. el op Sal ede ee Bee es 
Group experience rating refunds (including change in provision) ............ 


MEE MAEHEITICIEE XDCIISO Sis) Ye cel wpe 35 Ares Se As: big 2 He EES, KUMP AER ILA eee ewes os 


Operating Revenue Before Income Taxes .......................0 0000005. 
PLOVISIONAOMINCOME:LAXCS oie ies a A ae oe 8 eg Mee Se 


CSSD GUT DORE eed ee a ee a ee | ea ed ee ee eee 
Gain on disposal of securities, less incometaxes.....................05. 


Excess of Revenue forthe Year.......... ddd dd de 


Statement of Unassigned Surplus 
For the year ended December 31, 1974 


Unassigned Surplus—Beginning of Year................... 2.0... 000000005. 
EXCESSOUCVeNUC TOR Vediirn sae eo acon Se ne no ae tet kena AOR ent aay s eaten 


Unassigned Surplus—End of Year(note2) ................0...0 2.00 0.0.4.. 


1974 1973 
(S) ($) 
13,157,767 10,285,998 
5,291,141 4,674,107 
18,448,908 14,960,105 
2,652,402 2,491,210 
1,518,902 1,428,532 

594,057 921,764 
267,297 256,141 
1,790,036 1,514,941 
4,694,108 2,237,769 
412,589 333,731 
11,929,391 9,184,088 
941,626 808,746 
57,000 135,000 
618,419 556,476 
13,546,436 10,684,310 
4,049,249 3,258,384 
17,595,685 13,942,694 
853,223 1,017,411 
686,000 422,000 
167,223 595,411 
29,593 118,031 
196,816 713,442 
1974 1973 
($) ($) 
8,553,826 7,840,384 
196,816 713,442 
8,750,642 8,553,826 
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The Sovereign Life Assurance Company of Canada 


Balance Sheet 


1974 
as at December 31, 1974 ($) 
Assets 
Bonds and debentures, at amortized cost 
or less (note 1) . : Aika kyo 23,937,985 
Common and preferred stocks, at cost 
or less (note 1) . we 3,979,801 
First mortgages and agreements for sale. 
oninealiestates <6 ees oe Sy eee i ais en isk tc ae ee Peat ne oe Oe 41,048,733 
Eoansion. policies; secured| by Gash val USS iam rar: wee eran te eee or ae 4,568,644 
Real estate— 
Purchased for income, at cost, less amounts 
Whittenion—15222.6) (197.3 —— Silt lS 6) een cece rtnee aren treed er 972,227 
Cashrand:short=terminvestments ts 5 ees ence eet pn arene cree tr oe re a 2,695,283 
Premiumsiin: course Of ColleCtion’ (...255 Wes ht Slee en ete ea ae eee a 235,319 
Investmentincome:dueandraccnuiecl= i, a cee se ape a a ner 785,308 
Other assets'...5 6.23 ese Sec eke ne ee ed os Oe a am 143,556 
78,366,856 
Liabilities 
RESehVeS TOmMnSUranCe aMmGiammMUILVaCORUAC LS ire mae tte ie tae ae ea 55,199,803 
Policyholders’ funds on deposit ...... 4,897,804 
Policy claims in course of settlement and. provision for unreported 
claims of $366,000 (1973—$330,000) Ra ee ere ee a) ee Sek ls oe, a 717,571 
MortgagorsistaxcprepayimentS aes 5 tte ees es eo ee a 759,605 
Premiumfzand income: taxes. acc rueciag sry ee se cc) mera se 589,323 
Other liabilities and accruals ...... 266,825 
Provision for dividends to policyholders . eh SOT SOE 9 Le a Oe ee ee ee : 2,106,100 
Provision for experience rating refunds .......... 0-0 ec eee ccccecececceceeseceesee. 772,000 
Staff and agents’ pension and insurance funds 2,150,008 
67,459,039 
Capital and Surplus 
Capital stock 
Authorized— 
10,000 shares of $100 each 
Issued— 
8,406 shares of $100 each of which 27 shares are 
tullyepaidiandissS 7. 9'shares:are:s2o0 Pall Clam emer e ne ae en te 212,175 
INVESTMENT FESEIVES Ue eas a wht eh aca DR eaten Sate a et: a OS re a A 1,000,000 
GCONEMOENCY TESCIViS ee i. coca les, he tale 2 ep et rd Coe tlt A EA 850,000 
shareholders? SurbluS< sc. ees ee AS ENS Vid oe Pee ree ne oe ere eee ree 95,000 
Unassigned: Surplusi(NOte2)in ee ce vary ae eee ae ee ee ee oe 8,750,642 
10,907,817 


78,366,856 


Signed on behalf of the Board 


J.H. Sutherland, Director 


W.R. Livingston, Director 
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1973 
($) 


24,684,660 
4,153,923 


36,520,701 
3,928,645 


992,668 
1,417,828 
204,565 
725,495 
6,588 


72,635,073 


50,505,695 
4,342,213 


715,397 
760,036 
441,446 
547,260 

1,967,246 
792,995 
1,851,784 


61,924,072 


212,175 
1,000,000 
850,000 
95,000 
8,553,826 


10,711,001 
72,635,073 


The Sovereign Life Assurance Company of Canada 


Notes to Financial Statements 


For the year ended December 31, 1974 


1. Valuation of Bonds, Debentures and Preferred and Common Stocks 


Value stated in the balance sheet 
Estimated market value 


Maximum value at which these securities 


may be carried as prescribed by the 


insurance laws of Canada 


2. Unassigned Surplus 


1974 1973 
($) ($) 
27,917,786 28,838,583 
22,452,196 26,171,450 


26,317,398 27,911,138 


The shareholders’ portion of the unassigned surplus amounts to $4,403,824 (1973—$3,632,415) of which $771,409 (1973— 
$641,324) represents the shareholders’ share of the net increase in unassigned surplus for the year. 


Auditors’ Report to the Policyholders and Shareholders 


We have examined the balance sheet of 
The Sovereign Life Assurance Company 
of Canada as at December 31, 1974 and 
the statements of revenue and 
unassigned surplus for the year then 
ended. Our examination included 
verification of the cash and investments 
in bonds and stocks by certificates from 
the depositories, a general review of the 
accounting procedures and such tests of 


the accounting records and other 
supporting evidence as we considered 
necessary in the circumstances. The 
reserves and other liabilities under the 
various assurance and annuity contracts 
are stated at amounts certified by the 
company’s actuary. 


In our opinion, based upon our 
examination and upon the certificate of 


January 27, 1975 


the company’s actuary, these financial 
statements present fairly the financial 
position of the company as at December 
31, 1974 and the results of its operations 
for the year then ended, in accordance 
with accounting practices appropriate to 
the insurance laws of Canada applied on 
a basis consistent with that of the 
preceding year. 


Coopers & Lybrand 
Chartered Accountants 
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Chairman, Inland Natural Gas Co. Ltd. 


Frank M.Covert, Q.C. 
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Partner, Stewart, MacKeen & Covert 
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Executive Vice-President 
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A.P. Bolin 


Sovereign President 
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Senior Vice-President 
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Banks with which lines of 


credit are established 
Canada 

The Royal Bank of Canada 
Bank of Montreal 

Canadian Imperial Bank of Commerce 
The Toronto Dominion Bank 
Bank Canadian National 

The Provincial Bank of Canada 
The Mercantile Bank of Canada 
The Bank of Nova Scotia 

Bank of British Columbia 


U.S.A. 


Morgan Guaranty Trust Company of 
New York 


Continental Illinois Nationa! Bank and 
Trust Company of Chicago 


The Chase Manhattan Bank NA 
The First National Bank of Chicago 
Bankers Trust Company 

First National City Bank 

Chemical Bank 

Manufacturers Hanover Trust Company 
Crocker National Bank 

Irving Trust Company 

Marine Midland Bank—Western 
National Bank of Detroit 

National Bank of North America 
Security Pacific National Bank 
Wells Fargo Bank NA 

Mellon Bank NA 

The Northern Trust Company 
United California Bank 

French American Banking Corporation 
Schroder Trust Company 

The Bank of New York 

Harris Trust and Savings Bank 
Bank of America, N.T. & S.A. 
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Transfer Agents 


Common Stock 

Montreal Trust Company 

Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver 


The Bank of New York 
New York 


Preferred Stock 

The Royal Trust Company 

Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver 


Auditors 


Coopers & Lybrand 
Toronto, Chartered Accountants 


Registrars 

Common Stock 

Canada Permanent Trust Company 
Montreal and Toronto 


The Royal Trust Company 
Winnipeg, Regina, Calgary and 
Vancouver 


The Bank of New York 
New York 


Preferred Stock $100 Par Value 
Montreal Trust Company 

Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver 


Preferred Stock $25 Par Value 
Guaranty Trust Company of Canada 
Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver 


Stock Listings 
Montreal Stock Exchange 
Toronto Stock Exchange 
Vancouver Stock Exchange—Common 
Stock only 
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